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tions, background and criminal history checks, or family violence reports, as applicable,
were conducted and are sufficient to ensure the safety of children receiving care at the
agency foster home.

(¢) A child-placing agency may not verify an agency foster group home after August
31, 2017.

(d) An agency foster group home that was verified by a child-placing agency before
September 1, 2017, may continue to operate under the child-placing agency that verified
the home and under the law as it existed immediately before the effective date of this
Act, and that law is continued in effect for that purpose, until each agency foster group
home has been converted to a verified foster home or has been closed.

SECTION 79. Except as otherwise provided by this Act, this Act takes effect
September 1, 2017.

Passed by the House on May 9, 2017: Yeas 145, Nays 1, 1 present, not voting; the
House concurred in Senate amendments to H.B. No. 7 on May 26, 2017: Yeas 140,
Nays 0, 2 present, not voting; passed by the Senate, with amendments, on May
24, 2017: Yeas 31, Nays 0.

Approved May 31, 2017,

Effective September 1, 2017, except as provided by this Act.

RETIREMENT SYSTEMS FOR AND THE PROVISION OF
OTHER BENEFITS TO POLICE AND FIRE FIGHTERS IN
CERTAIN MUNICIPALITIES

CHAPTER 318
H.B. No. 3158

AN ACT
relating to the retirement systems for and the provision of other benefits to police
and fire fighters in certain municipalities.

Be it enacted by the Legislature of the State of Texas:

ARTICLE 1. CONTINGENT PROVISIONS:EFFECTIVE SEPTEMBER 1,
2017

SECTION 1.01. Section 1.01, Article 6243a—1, Revised Statutes, is amended to read
as follows: :

Sec. 1.01. AMENDMENT, RESTATEMENT, AND CONSOLIDATION. (a) The
purpose of this article is to restate and amend the provisions of a former law governing
the pension funds for police officers and fire fighters in certain municipalities (Chapter
4, Acts of the 43rd Legislature, 1st Called Session, 1933, also known as Article 6243a)
having previously been amended and restated to permit the consolidation of the terms of
certain pension plans created under Sections 1, 11A, and 11B of that Act for the purpose
of simply and accurately reflecting the joint administration of the plans.

(b)[ he-provisions-ot-this-artiete ;-;‘- irely '.a-.:-r-- W ;:.. b
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article does not [intend—te] take away or reduce any accrued benefit contained in the
plans created under former Article 6243a or under this article as it existed on or before
August 31, 2017.
SECTION 1.02. Section 2.01, Article 6243a—1, Revised Statutes, is amended to read
as follows: '
Sec. 2.01. DEFINITIONS. In this article:

(1) “415 compensation” means a member’s wages, salary, and other amounts received
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for personal services rendered in the course of employment with the city during a limita-
tion year and permitted to be treated as compensation for purposes of Section 415(c) of
the code, including differential wage payments described in. Section 414(u)(12) of the
code. The term does not include amounts picked up under Section 4.03(i) of this article.

(2) “Active service” means any period that a member receives compensation as a po-
lice officer or fire fighter from either department for services rendered.

(3) €] “Actuarial equivalent” means a form of benefit differing in time, duration, or
manner of payment from a standard benefit payable under this article but having the
same value when computed using the assumptlons set forth in this article.

faarrs—ef—t—he—pens&en—sysﬁem—]
(4) “Alternate payee” has the meaning given the term by Section 414(p) [434] of the
code or any successor provigion.

(5) “Alternative investment” means an investment in an asset other than a traditional
asset. The term includes an investment in private equity funds, private real estate transac-
tions, hedge funds, and infrastructure.

(6) [667] “Annual additions” means the sum of the following amounts credited to a
member’s account under any deﬁned contribution plan maintained by the city for the
limitation year:

(A) city contributions;

(B) member contributions, other than rollover contributions from a plan maintained
by any employer other than the city;
(C) forfeitures; and

(D) amounts allocated vaﬂ:er March 31, 1984, to an in&ividual medical beneﬁt' account,
as defined in Section 415(1)(2) 435(H¢3)] of the code, that is part of a pension or annuity
plan maintained by the c1ty

the—eode—] For any hrmtatlon year begmmng before J anuary 1 1987 only that portlon of
member contributions equal to the lesser of member contnbutmns in excess of six
percent of 415 compensation or one-half of member contributions to the combined pen-
sion plan or any qualified defined contribution plan maintained by the city is treated as
annual additions.

(7) [€63] “Annual benefit” means the aggregate benefit attributable to city and member
contributions payable annually under the combined pension plan, or any plan
maintained by the city, exclusive of any benefit not required to be considered for purposes
of applying the limitations of Section 415 of the code to the combined pension plan, pay-
able in the form of a straight life annuity beginning at age 62 with no ancillary benefits.
Solely for purposes of computing the limitations under the combined pension plan,
benefits actually payable to a pensioner are adjusted to the actuarial equivalent of a
straight life annuity pursuant to Section 415(b) [8:81] of the code [this-artiele] even
though no member may actually receive a benefit in the form of a straight life annuity.

(8) [€P] “Article 6243a” means Chapter 4, Acts of the 43rd Legislature, 1st Called Ses-
sion, 1933 (former Article 6243a, Vernon’s Texas Civil Statutes), pertaining to a pension
system for police officers, fire fighters, and fire alarm operators in certain cities.

(9) [8)] “Assignment pay” means monthly pay, in addition to salary, granted to a
Group B member and authorized by the city council for the performance of certain
enumerated duty assignments.

(10) (3] “Base pay” means the maximum monthly civil service pay from time to time
established by the city for a person who holds the rank of “police officer” in the city’s po-
lice department or the rank of “fire and rescue officer” in the city’s fire department [a-pe-
liee-officer-or-fire-fighter], exclusive of any other form of compensation. The term does not
include compensation paid by the city to a person for prior periods of service or compensa-
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tion that otherwise constitutes back pay unless the compensation is eligible back pay. The
board may adopt rules and procedures necessary to include eligible back pay as base pay
for purposes of this definition, including rules regarding how increases in benefits will be
determined and administered.

(11) [€36)] “Base pension” means the amount of retirement, death, or dlsablhty benefits
as determined [eomputed-under-this-artiele] at the earliest of the time a Group B member
and, solely for the purposes of Section 6.12 of this article, a Group A member:

(A) begins participation in DROP;

(B) leaves or left active service;

(C) Beaves-active-serviee;] dies; [;] or

(D) becomes entitled to a disability pension under the combined pension plan [disabled].

Solely for purposes of this definition, when a member becomes entitled to a disability

pension, the base penswn shall be determined as of the date on which the disability pen-
sion begins.

(12) [D)] “Board” means the board of trustees created under Section 3.01 of this
article for the purpose of administering the pension gystem.

(13) [¥2)] “Child” means a [an—unmarried] person [ﬂﬂder—ehe-age-ef-}é)] whose [natu-
} parent, as recognized under the laws of this state, i8 a primary party.

(14) [€18)] “City” means each municipality having a population of more than 1.18 mil-
lion and located predominantly in a county that has a total area of less than 1,000
square miles.

(15) “City attorney” means the chief legal officer of a city.
(16) 4] “City council” means the governing body of the city.

(17) “City manager” means the city manager of a city or the city manager’s designee
and includes, to the extent of any designation, an interim or acting city manoger, chief
financial officer, budget director, or assistant city manager. If a city does not have an indi-
vidual serving in a position otherwise described by this subdivision, “city manager”®
means the mayor of that city.

(18) [€¥5)] “City service incentive pay” means annual incentive pay, adjusted by the
city from time to time, in addition to the salary of a member granted to the member
under the authority of the city charter and received by the member during active service.

(19) [363] “Code” means the United States Internal Revenue Code of 1986, as
amended.

(20) [&P)] “Combined pension plan” means any pension plan created pursuant to this
article before September 1, 2017,

(21) [(48)} “Computation pay” shall be used in determining the amount of the city’s
contribution under Section 4.02(d) of this article and a Group B member’s contribution
under Section 4.03(d) of this article and in determining the base pension [efany-benefits]
to be paid to a Group B member or the benefits to be paid to the member’s qualified
survivors and means the sum of the following:

(A) the biweekly [menthly] rate of pay of a [Greup-B] member for the highest civil ser-
vice rank the person holds, from time to time, as a result of a competitive examination;
plus
as] educational incentive pay of a

member, computed ona bzweekly baazs, plus

(C) the longevity [menthly-rate-of] pay of a {Greup—B] member [aslengevity-payl, as

authorized by the legislature, computed on a biweekly basis; plus

(D) the city service incentive pay, computed on a biweekly [monthly] basis, of a [Greup
B] member.

The term includes only amounts actually paid in salary or payments made instead of
salary to the member and member contributions picked up by the city, and does not
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include any imputed pay. Furthermore, any [Any] compensation received by a [GreupB]
member, other than that noted in Paragraphs (A)~(D) of this subdivision (for example,
compensation for overtime work, certification pay, and the [menthlyrate—of] pay a
member would receive from the city in the form of assignment pay), will not be
considered in determining the computation pay of a [Greup-B] member. Any lump-sum
payments for compensatory time, unused sick leave, unused vacation time, or city ser-
vice incentive pay payable after a [GroupB] member leaves active service, dies [death],
becomes disabled [disability], or resigns [resignsatten], or after any other type of termina-
tion may not be considered in determining the computation pay of any [Greup—B]
member. Computation pay for a [GreupB] member for any given period [menth] is
determined on the biweekly [menthiy] rates of pay due the [GreupB] member for the
entire period [menth]. The term does not include compensation paid by the city to a
person for prior periods of service or compensation that otherwise constitutes back pay
unless the compensation is eligible back pay. The board may adopt rules and procedures
necessary to include eligible back pay as computation pay for purposes of this definition,
mcludmg rules regardzng how increases in beneﬁts wzll be determmed and admmzstered

(22) [(29-)] “Department” means either the police department of the city, the fire
department of the city, or both the police and fire departments of the city together.

(23) [€21)] “Dependent parent” means a natural parent or parent who adopted a pri-
mary party and who immediately before the death of a primary party received over half
of the parent’s financial support from the primary party.

(24) [29)] “Disability retirement” means any period that a pensioner receives periodic
disability compensation or a disability pension.

(25) “DROP” means the deferred retirement option plan established in accordance with
Section 6.14 of this article.

(26) “Educational incentive pay” means incentive pay designed to reward completion of
certain hours of college credit, adjusted by the city from time to time, that is paid to a
member in addition to the member’s salary.

(27) “Eligible back pay,” except as otherwise provided by this definition, means ad-
ditional compensation paid by the city to a member or pensioner:

(A) that constitutes back pay to the member’s or pensioner’s prior period of service and
is otherwise considered taxable wages paid by the city to the member or penszoner for
federal income tax purposes; and

(B) for which the pension system receives:

(i) an amount equal to the aggregate member and city contributions that the pension
system would have collected with respect to the compensation for all time periods relating
to the back pay compensation; and

(ii) interest, calculated using the pension system’s actuarial rate of return assumptions
in effect for the periods relating to the back pay, compounded annually, on the contribu-
tion amounts for the period from the date that the contributions would have been received
if the back pay compensation had been paid during the relevant periods of prior service
through the date the amount relating to the contributions for back pay is actually received
by the pension system.

The term does not include any additional compensation paid by the city to a member or
Dpensioner wholly or partly or directly or indirectly as the result of litigation instituted to
recover back pay.

The pension system is not obligated to collect the additional contributions or interest
described in Paragraph (B) of this subdivision from the member, pensioner, or city. The
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pension system may not recognize back pay as eligible back pay until the contributions
and interest described in Paragraph (B) of this subdivision have been received.

(28) “Executive director” means the person designated by the board to supervise the
operation of the pension system.

[(—249] “Fund” means all funds and property held o provzde beneﬁts to [fer-the-benefit
of] all persons who are or who may become entitled to any benefits under any plan
within the pension system, together with all income, profits, or other increments.

(30) [£28)] “Group A member” means any police officer or fire fighter included in
Group A membership under [deseribed-by] Section 5.01(a)(1) of this article.

(31) [¢263] “Group B member” means any police officer or fire fighter included in
Group B membership under [deseribed-by] Section 5.01(a)(2) of this article.

(32) [29] “Health director” means any qualified physician designated from time to
time by the board.

(33) [€28)] “Limitation year” means the plan year of the combined pension plan and
any defined benefit plan or defined contribution plan of the city in which a member
participates.

(34) [k299] “Longevity pay” means pay in addition to the salary of a member granted
under Section 141.032, Local Government Code, for each year of active service completed
by a member in either department.

(35) [¢88)] “Member” means both Group A and Group B members.

(36) [£31)] “Member’s account” means an account established and maintained for a
member with respect to the member’s total interest in one or more defined contribution
plans under this article or maintained by the city resulting in annual additions.

(37) “Nominations committee” means the nominations committee established under
Section 3.011 of this article.

(38) [€83)] “Old plan” means any pension plan created pursuant to Section 1 of Article
6243a.

(39) [6383)] “Pensioner,” “Group A pensioner,” or “Group B pensioner” means a former
member of the pension system who is on either a service or disability retirement.

(40) [343] “Pension service” means the time, in years, and prorated for fractional
years, that a member has contributed to the fund under the terms of the combined pen-
sion plan or any plan within the pension system, reduced to reflect refunds that have
been received and not fully repaid.

(41) [€385] “Pension system” means the fund and any plans created pursuant to this
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ﬁcle or Article 6243a and that are intended to be qualified under Section 401(a) of the
e.

(42) [36)] “Plan A” means any plan created pursuant to Section 11A of Article 6243a.
(43) (8] “Plan B” means any plan created pursuant to Section 11B of Article 6243a.

(44) [£38)] “Police officer” or “fire fighter” means, as appropriate, a police officer, fire
fighter, fire and rescue officer, fire alarm operator, fire inspector, apprentice police officer,
apprentice fire fighter, or similar employee of either department as defined in the clas-
sifications of the human resources [persennel] department of the city.

(45) [39)] “Primary party,” “Group B primary party,” or “Group A primary party”
means a member[;foermer-member;] or pensioner.

(46) [t403] “Qualified actuary” means either:

(A) an individual who is a Fellow of the Society of Actuaries, a Fellow of the Confer-
ence of Consulting Actuaries [inPublie-Practice], or a member of the American Academy
of Actuaries; or

(B) a firm that employs one or more persons who are Fellows of the Society of Actuar-
ies, Fellows of the Conference of Consulting Actuaries [m—Pubhe—Pr&eﬁee], or members
of the American Academy of Actuaries and are providing services to the pension system.

(47) [t4B)] “Qualified domestic relations order” has the meaning provided by Section
414(p) [434] of the code.

(48) [42)] “Qualified survivor” means a person who is eligible to receive death
[sarviver] benefits after the death of a primary party and includes only:

-(A) a surviving spouse, if the spouse was continuously married to the primary party
from [beth-at] the date when the primary party either voluntarily or involuntarily left
active service as'a member through [and-at] the date of the primary party’s death;

(B) all surviving, unmarried|;legitimate, and-legally-ndepted] children who are either
under 19 years of age or have a disability, as determined by the board under Section

6.06(0-2) of this article, and who were:

(i) born or adopted before the primary party [as-a-member] either voluntarily or invol-
untarily left active service; or

(ii) [whe—were] born after the primary party [a—-member] left active service if the
mother was pregnant with the chzld before the primary party [member] left active ser-
vice; and

(C) a surviving dependent parent of a primary party if the primary party is not
survived by a spouse or child eligible for benefits.

(49) [43)] “Service retirement” means any period that a pensioner receives a retire-
ment pension but does not include any period of disability retirement.

(50) I44)] “Spouse” means the person to whom husband-er-wife-of] a primary party is
legally married [reeegnized] under the laws of this state or any other state.

(51) “Tradltzonal asset” mcludes stocks, bonds, and cash [M&—Te%&l—w*ages—aﬂd

(52) [46)] “Trustee” means a member of the board.
(563) “Two-thirds vote,” in reference to a vote of all the trustees, means a vote of 8 of the
11 trustees of the board.

SECTION 1.03. Sections 2.02(a) and (b), Article 6243a~1, Revised Statutes, are
amended to read as follows:

(a) If the amount of any benefit or contribution is to be determined on the basis of
actuarial assumptions that are not otherwise specifically set forth for that purpose in
this article, the actuarial assumptions to be used are those earnings and mortality as-
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sumptions being used on the date of the determination by the pension system’s qualified
actuary and approved by the board.

(b) The actuarial assumptions being used at any particular time shall be attached by
the executive director [administrater] as an addendum to this article and treated for all
purposes as a part of any plan created by this article. The executive director shall
promptly update any addendum to conform to any changed actuarial assumptions ap-
proved by the board.

SECTION 1.04. Part 2, Article 6243a-1, Revised Statutes, is amended by adding
Sections 2.025 and 2.03 to read as follows:

Sec. 2.025. INDEPENDENT ACTUARIAL ANALYSIS AND LEGISLATIVE
RECOMMENDATIONS. (a) Before July 1, 2024, the State Pension Review Board shall
select an independent actuary who the board shall hire to perform an actuarial analysis
of the most recently completed actuarial valuation of the pension system. The independent
actuary shall submit the analysis to the State Pension Review Board and the board not
later than October 1, 2024. The analysis must include the independent actuary’s:

(1) conclusion regarding whether the pension system meets State Pension Review
Board pension funding guidelines; and

(2) recommendations regarding changes to benefits or to member or city contribution
rates.

(b) Subject to Subsection (d) of this section, not later than November 1, 2024, the board
shall by rule adopt a plan that:

(1) complies with funding and amortization period requirements applicable to the pen-
sion system under Subchapter C, Chapter 802, Government Code; and

(2) takes into consideration the independent actuary’s recommendations under Subsec-
tion (a)(2) of this section.
(b-1) The board shall provide a copy of the analysis prepared under Subsection (a) of

this section and a summary of any rules adopted by the board under Subsection (b) of
this section to the State Pension Review Board.

(c) Not later than December 1, 2024, the State Pension Review Board shall submit a
report to the legislature regarding actions taken under this section. The report required
under this section must include a copy of the analysis prepared under Subsection (a) of
this section and a summary of rules adopted by the board under Subsection (b) of this
section.

(d) Notwithstanding any other provision of this article, a rule adopted by the board
under Subsection (b) of this sectzon that conflicts wzth a provision of this article remains
in effect until:

(1) a law that is enacted by the legislature and becomes law preempts the rule; or

(2) the board amends the rule and the amendment takes effect, provided the board may
only amend the rule if the pension system complies with the funding and amortization pe-
riod requirements applicable to the pension system under Subchapter C, Chapter 802,
Government Code..

(e) This section expires September 1, 2025.

Sec. 2.03. REFERENCES TO CERTAIN LAW. A reference to a statute made in this
article includes a reference to any regulation, rule, order, or notice made by a
governmental entity with the authority under law to adopt the regulation, rule, order, or
notice, and on which the governmental entity intends persons to rely, as appropriate.

SECTION 1.05. Section 3.01, Article 6243a-1, Revised Statutes, is amended by
amending Subsections (a), (b), (d), (e), (f), (h), (), (), (n), and (0) and adding Subsections
(b—l), (b_z), (b_3): (b—4)) G_l)’ 0—2)’ (j-—3), 6—4)) 0—5)1 0—6), (j—7)! (j-s)! 6-9)9 0-10), (0-1)’
(p), (@), (r), and (8) to read as follows:

(a) The pension system shall be administered by the board. The board shall execute its
fiduciary duty to hold and administer the assets of the fund for the exclusive benefit of
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members and their beneficiaries under Section 802.203, Government Code, Section 67(f),
Article XVI, Texas Constitution, and any other applicable law, in a manner that ensures
the sustainability of the pension system for purposes of providing current and future
benefits to members and their beneficiaries.

(b) Subject to Subsections (b-1) and (b-2) of this section, the [The] board consists of 11
[seven] trustees who shall be selected and shall serve as follows:

(1) six trustees appointed by the mayor, in consultation with the city council;

(2) three trustees elected under rules adopted by the board by the members and pension-
ers of the pension system from a slate of nominees, in a number determined under the
rules, selected and vetted by the nominations committee;

(3) subject to Subsection (b-3) of this section, one trustee who is a current or former po-
lice officer of the city nominated and elected by members of the pension system under
rules adopted by the board; and

(4) subject to Subsection (b-3) of this section, one trustee who is a current or former fire
fighter of the city nominated and elected by members of the penszon system under rules
adopted by the board.

(b-1) To be appointed or elected a trustee under this section, a person:

(1) must have demonstrated financial, accounting, business, investment, budgeting,
real estate, or actuarial expertise; and

(2) may not be an elected official of the city.

(b-2) To be appointed or elected a trustee under Subsection (b)(1) or (2) of this section a
person may not be an active member or pensioner.

(b-3) If the board determines that it is not possible to nominate or elect a trustee urider
Subsection (b)(3) or (4) of this section who meets the requirements of Subsection (b-1) of
this section, the board shall notify the nominations committee and the nominations com-
mittee shall select, vet, and nominate a slate of persons, the number of which is
determined by board rule, who meet the requirements of Subsection (b-1) of this section,
and the members of the pension system shall elect a trustee from the slate of nominees to
represent the interests of police officers or fire fighters, as appropriate, of the city on the
board. The nomination and election of a trustee under this subsection may be made
without regard to whether the trustee is qualified under Subsection (b)(3) or (4), as ap-
plicable, of this section.

(b—4) A trustee is not requzred to reszde ina partzcular czty or county of this state. [The

(d) A [¥£s] vacancy on the board in a trustee position under Subsection (b)(1) or (2) of
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this section shall be filled in the same manner as the original appointment, or election.
The board by rule shall determine the manner by which a vacancy in a trustee position
under Subsectzon (b)(3) or (4) of thzs sectwn is ﬁlled [

(e) The mayor shall determine whether all trustees appointed under Subsection (b)(1)
of this section hold office for staggered two-year terms or staggered three-year terms. The
nominations committee shall determine whether all trustees elected under Subsection
(6)(2), (3), or (4) of this section hold office for staggered two-year terms or staggered three-
year terms. A trustee appointed or elected, as applicable, under Subsection (b)(1) or (2) of
this section may not serve for more than six consecutive years on the board [H-avaecaney

(f) The election of the trustees under Subsection (b)(2), (3), or (4) of this section,
including an election under Subsection (b-3) of thzs sectwn to ﬁll a trustee posmon under

Subsection (b)(3) or (4) of this section, [rep : : rents)
shall be held under the superv151on of the board and the board shall adopt such rules
[and-regulations] governing the election procedure as it considers appropriate, as long as
the rules [and-regulations] are consistent with generally accepted principles of secret
ballot and majority rule. The rules [and-regulations] adopted by the board shall be re-
corded in the minutes of the board and made available to the members of any pension
plan within the pension system.

(h) The executive director [administrator], or in the executive director’s [administra-
tor's] absence a member of the administrative staff designated by the board, shall serve -
as the secretary of the board.

(i) The board shall serve without separate compensation from the fund, but a trustee
is entitled to reimbursement for travel expenses and, if applicable, [with-entitlement] to
any appropriate compensation from the city as if the trustee [board-members] were
performing the trustee’s [their] regular functions for the police or fire department or for
the city. The board shall meet not less than once each month and may meet at any time
on the call of its chairman.

(j) The board has full power to make rules [andregulations] pertaining to the conduct
of its meetings and to the operation of the pension system as long as its rules are not,
subject to Subsections (j-1) and (j~2) of this section, inconsistent with the terms of this
article, any pension plan within the pension system, or the laws of this state or the
United States to the extent applicable. A board meeting may be held by telephone confer-
ence call or by videoconference call in accordance with Sections 5651.125 and 551.127,
Government Code, except that Section 551.125(b), Government Code, does not apply.

(G-1) Subject to Subsection (0)(2) of this section, the board may adopt a rule that
conflicts with this article:

(1) to ensure compliance with the code, including Section 415 of the code, and other ap-
plicable federal law;

647



Ch. 318, § 1.05 85th LEGISLATURE—~REGULAR SESSION

(2) subject to Subsections (j-5) through (j-8) of this section, to amortize the unfunded
actuarial accrued liability of the pension system within a period that does not exceed 35
years, if the board determines the rule is appropriate based on. the evaluations required
under Subsection (j-5) of this section; or

(3) subject to Subsections (j~6) and (j~7) of this section and notwithstanding any other
law, to increase the benefits provided under this article in any manner the board
determines appropriate if the increase will not cause the amortization period of the
unfunded actuarial accrued liability of the pension system to exceed 25 years, after takzng
into account the impact of the increase.

(j-2) Except as provided by Subsection (j-1) of this section or Section 4.02(b) of this
article, a provision of any plan provided by the pension system may only be amended if
approved by the board. An amendment described by this subsection:

(1) may not cause the amortization period of the unfunded actuarial accrued liability
of the pension system to exceed 35 years, after taking into account the impact of the
amendment, as determined by the board and reviewed by the State Pension Review
Board; and

'(2) is not required to be ratified by the legislature.

(—-3) The board may correct any defect, supply any omission, and reconcile any incon-
sistency that may appear in this article in a manner and to the extent that the board
believes would:

(1) be expedient for the administration of the pension system,
(2) be for the greatest benefit of all members, pensioners, and qualified survivors; and
(3) not adversely affect the benefits of a member, pensioner, or qualified survivor.

G4 The board has full discretion and authority to construe and interpret the combined
pension plan and to do all acts necessary to carry out the purpose of the combined pen-
sion plan. A decision of the board is final and binding on all affected parties. '

(—5) Not later than January 1, 2018, the board shall conduct an evaluation of:

(1) how benefits are computed under this article to identify potential means of abusing
the computation of benefits to inflate pension benefits received by pensioners; and

(2) the impact, including the impact on the combined pension plan, of establishing one
or more alternative benefit plans, including a defined contribution plan or a hybrid
retirement plan that combines elements of both a defined benefit plan and a defined con-
tribution plan, for newly hired employees of the city and for members who voluntarily
elect to transfer to an alternative benefit plan.

(~6) The board may not adopt a rule under Subsection (j~1)(2) or (3) of this section un-
less the rule has first been reviewed by the State Pension Review Board and the State
Pension Review Board finds that implementation of a rule under:

(1) Subsection (—1)(2) of this section complies with the amortization period prescribed
by that subdivision and Subsection (j~8) of this section; or

(2) Subsection (j-1)(3) of this section complies with the amortizatidn period prescribed
by that subdivision.

(~7) The board shall provide the State Pension Review Board with a copy of a proposed
rule for purposes of Subsection (j-6) of this section at least 90 days before the date the
board intends to implement the rule.

(-8 The board may not adopt a rule under Subsect_wn G-1)(2) of this section based on
an evaluation under Subsection (j-6)(2) of this section if the board determines
implementation of the rule would cause the amortization period of the unfunded actuarial
accrued liability of the combined pension plan or any plan established under this article
by the pension system to exceed 35 years, after taking into account implementation of the
rule.

(i-9) At least twice each year, the board shall have a meeting to receive public input
regarding the pension gystem and to inform the public about the health and performance
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of the pension system. The State Pension Review Board is entitled to all documents and
other information provided to the public or that are the basis for information provided to
the public, as determined by the State Pension Review Board, for purposes of this subsec-
tion and shall independently review the information to ensure its validity.

(-10) An employee or other agent acting on behalf of the pension system or the city
must certify to the State Pension Review Board that any information provided by the pen-
sion system or city, as appropriate, under this article or other law is accurate and based
on realistic assumptions.

(n) SLx [Feur] trustees of the board const1tute a quorum at any [eaHe&] meetmg[—

(o) No action may be taken by the board except at a meeting. Except as otherwise
specifically provided by this article or other law:

(1) [;and] no action shall be taken during a board meeting without the approval of a
majority of the trustees of the board; and

(2) no action otherwise authorized by this article or other law may be taken that
establishes an alternative benefit plan, reduces the city contribution rate, increases the
member contribution rate, or reduces benefits, including accrued benefits, without the ap-
proval of at least a two-thirds vote of all the trustees of the board [present].

(o-1) Only actions of the board taken or approved of during a meeting are binding on
the board, and no other written or oral statement or representation made by any person
ie binding on the board or the pension system.

(p) The board may file suit on behalf of the pension system in a court of competent
Jurisdiction regardless of the court’s location. The board has sole authority to litigate
matters on behalf of the pension system. Notwithstanding Chapter 15, Civil Practice and
Remedies Code, or any other law, an action against the pension system or the board shall
be brought in a court of competent jurisdiction located in the city or county in which the
pension system is located.

(q) The board may purchase from one or more insurers one or more insurance policies
that provide for the reimbursement of a trustee or employee of the pension system for li-
ability imposed as damages caused by, and for costs and expenses incurred by the indi-
vidual in defense of, an alleged act, error, or omission committed by the individual in the
individual’s capacity as a fiduciary or employee of the pension system. The board may not
purchase an insurance policy that provides for the reimbursement of a trustee or employee
of the pension system due to the trustee’s or employee’s dishonesty, fraudulent breach of
trust, lack of good faith, intentional fraud or deception, or intentional failure to act
prudently.

(r) The board shall adopt a code or codes of ethics consistent with Section 825.212,
- Government Code. In adopting or amending a code or codes of ethics, the board may
consider comments on the policy from the city attorney of the city. The board shall:

(1) review the code or codes of ethics on an annual basis and amend the code or codes
as the board considers necessary;

(2) file a copy of the code or codes of ethics adopted or amended in accordance with this
subsection with the State Pension Review Board; and

(3) provide a copy of the code or codes of ethics adopted or amended in accordance with
this subsection to the city attorney.

(s) The board shall develop an Internet website designed to give active members and
pensioners access to the information concerning the pension system and the individual’s
participation in the pension system required by Section 802.106, Government Code, as
well as information concerning the financial health of the pension system.

SECTION 1.06. Part 3, Article 6243a—1, Revised Statutes, is amended by adding
Sections 3.011, 3.012, and 3.013 to read as follows:

Sec. 3.011. NOMINATIONS COMMITTEE. (a) Subject to Subsection (b) of this sec-
‘tion, the nominations committee consists of:
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(1) the executive director, who is a nonvoting member; and

(2) the president, chair, or other executive head of the following organizations or their
successor organizations, or that person’s designee:

(A) the Dallas Black Firefighters Association;

(B) the Black Police Association of Greater Dallas;

(C) the National Latino Law Enforcement Organization;
(D) the Dallas Fraternal Order Police Lodge 588;

(E) the Dallas Police Association;

(F) the Dallas Fire Fighters Association, International Association of Fire Fighters Lo-
cal No. 58;

(G) the Dallas Hispanic Firefighters Association, Inc.;

(H) the Dallas Police Retired Officers Association;

(I) the Dallas Retired Firefighters Association;

(J) the Retired Black Firefighters Association of Dallas; and
(K) the Dallas Hispanic Retired Fire Fighters Association.

(b) If an organization described by Subsection (a)(2) of this section elects not to partici-
Dbate on the nominations committee, is prohibited from participating on the nominations
committee under Subsection (g) of this section, or ceases to exist, the nominations commit-
tee members appointed under that subsection consist only of representatives of the remain-
ing organizations, if any.

(¢c) The executive director shall serve as presiding officer of the nominations committee.
(d) The nominations committee shall meet at the call of the presiding officer.

(e) The nominations committee shall nominate trustees to the board in accordance with
Sections 3.01(b)(2) and (b-3) of this article.

() A person serving on the nominations committee under Subsection (@)(2) of this sec-
tion serves without compensation and may not be reimbursed for travel or other expenses
incurred while conducting the business of the nominations committee. The executive
director may not receive additional compensation for service on the nominations
committee. '

(8) An organization described by Subsection (a)(2) of this section may not participate
on the nominations committee unless the organization is in good standing with the secre-
tary of state, if applicable.

(h) Chapter 2110, Government Code, does not apply to the nominations committee.

(i) The nominations committee may establish policies and procedures governing its
operations. )

Sec. 3.012. REMOVAL OF TRUSTEES. (a) In accordance with procedures adopted
by board rule, a trustee:

(1) appointed under Section 3.01 (b)(1) of this article may be removed by the mayor for
cause; and

(2) elected under Section 3.01(b)(2), (3), or (4) of this article may be removed by the
nominations committee for cause. '

(b) It is a cause for removal of a trustee from the board that the trustee:

(1) does not have at the time of taking office the qualifications required by Section
3.01(b) or (b~1)(1) of this article, subject to Subsection (b-3) of that section;

(2) does not maintain during service on the board the qualifications required by Sec-
tion 3.01(b) or (b-1)(1) of this article, subject to Subsection (b-3) of that section;

(3) is ineligible for membership under Section 3.01(b-1X2) or (b-2) of this article; or

(4) is absent from more than 40 percent of the meetings that the trustee is eligible to at-
tend during a calendar year without an excuse approved by a majority vote of the board.
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(c) The validity of an action of the board is not affected by the fact that it is taken when
a cause for removal of a trustee exists.

(d) If the executive director has knowledge that a potential cause for removal exists, the
executive director shall notify the chairman of the board of the potential cause. The chair-
man shall then notify the mayor or nominations committee, as appropriate, that a
potential cause for removal exists. If the potential cause for removal involves the chair-
man, the executive director shall notify the vice chairman or next highest ranking officer
of the board, who shall then notify the mayor or nominations committee, as appropriate,
that a potential cause for removal exists,

Sec. 3.018. TRUSTEE TRAINING. (a) A person who is appointed or elected to the
board and qualifies for office as a trustee shall complete a training program that complies
with this section.

() The training program must provide the person with information regarding:
(1) the law governing the pension system’s operations;

(2) the programs, functions, rules, and budget of the pension system;

(3) the scope of and limitations on the rulemaking authority of the board;

(4) the results of the most recent formal audit of the pension system;

(5) the requirements of:

(A) laws relating to open meetings, public information, administrative procedure, and
disclosing conflicts of interest; and

(B) other laws applicable to a trustee in performing the trustee’s duties, including the
board’s fiduciary duties described under Section 3.01(a) of this article;

(6) the code or codes of ethics adopted under Section 3.01(r) of this article and any ap-
plicable ethics policies adopted by the Texas Ethics Commission; and

(7) financial training regarding the risks of investing in alternative investments.

(c) The executive director shall create a training manual that includes the information
required by Subsection (b) of this section. The executive director shall distribute a copy of
the training manual annually to each trustee. On receipt of the training manual, each
trustee shall sign and submit to the executive director a statement acknowledging receipt
of the training manual.

SECTION 1.07. Section 3.02, Article 6243a-1, Revised Statutes, is amended to read
as follows:

Sec. 3.02. PROFESSIONAL CONSULTANTS. In addition to the authority of the
board to employ the services of certain consultants set forth in this article, the board has
the authority to employ the services of any professional consultant recommended by the
executive director, including investment advisors and investment managers, whenever
the services of the consultants [eensultant] are considered necessary or desirable and in
the best interests of the pension system, as determined by the board in consultation with
the executive director. A professional consultant shall receive such compensation as may
be determined by the board in accordance with Section 4.01 of this article.

SECTION 1.08. Part 3, Article 6243a-1, Revised Statutes, is amended by adding
Section 3.025 to read as follows:

Sec. 3.025. CHIEF INVESTMENT OFFICER. The executive director may hire a chief
investment officer, subject to confirmation by the board, to assist the pension system
regarding the investment of assets of the fund. Compensation for a chief investment of-
ficer hired under this section shall be made in accordance with Section 4.01 of this
article.

SECTION 1.09. Section 3.03, Article 6243a—1, Revised Statutes, is amended by
amending Subsections (b) and (c) and adding Subsection (b—1) to read as follows:

(b) Subject to Subsection (b—1) of this section, the [The] city attorney or an assistant
city attorney may [shall] attend board [all] meetings [ef-the-beard] and may advise the
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board on any matter on which the pension system [beard] requests a legal opinion from
the city attorney.

(b-1) The city attorney or an assistant city attorney is not required to provide an
opinion under Subsection (b) of this section unless the opinion is requested by the city
council on behalf of the pension system. The city attorney or assistant city attorney may
decline to provide the opinion if the subject matter of the request is too dependent on
disputed facts to permit a generalized opinion, as determined by the city attorney or assis-
tant city attorney.

(¢) The board may retain other attorneys to serve as legal advlsors to [represent] the
board [er-te-—give-advice]. The executive director may hire a chief legal officer, subject to
confirmation by the board, or other attorneys if necessary to carry out the business of the
pension system. Compensation for a chief legal officer or other attorneys hired under
this subsection shall be made in accordance with Section 4.01 of this article.

SECTION 1.10. Section 3.04, Article 6243a—~1, Revised Statutes, is amended to read
as follows:

Sec. 3.04. APPOINTMENT OF EXECUTIVE DIRECTOR [ADMINISTRATOR].
(a) The board has the authority to appoint an executive director [administrator] to assist
[earry-out-the-business—of] the board with administering the pension system and ensure
that records are kept [to-keep-a—reeord] of the proceedings of the board. Subject to Subsec-
tion (a-1) of this section, a person appointed executive director under this section:

(1) must have, to the extent possible, relevant experience in managing a similarly situ-
ated business entity; and

(2) may not be a current or former trustee [The-administrator-inearrying ov

(a~1) During any period in which the most recent actuarial valuation of the pension
system indicates that the period needed to amortize the unfunded actuarial accrued li-
ability of the pension system exceeds 35 years, the board shall, to the extent lapsed invest-
ments are a significant portion of the pension system’s assets, ensure that the executive
director appointed under Subsection (a) of this section has, or hires staff that has, ap-
propriate experience in managing a business entity with lapsed investments in a manner
that resulted in the improved liquidity or profitability of the business entity.

(b) Subject to Subsections (b-1) and (b-3) of this section [the-apprevel-ofthe-beard],
the executive director [administrater] may select any number of persons the executive
director determines appropriate to assist the executive director in carrying out the execu-
tive director’s duties under this section. Subject to Section 4.01 of this article, the titles
and salaries of persons selected to assist the executive director shall be determined by the
executive director.

(b-1) The executive director may not select a person to assist the executive director who
is an active, former, or retired police officer or fire fighter of the city [administeater].

(b—2) The executive director shall establish the organizational structure of pension
system employees to optimize administration of the pension system.

(b—3) A former or retired employee of the city may not before the second anniversary of
the first day of the month following the daté the person terminated employment with the
city serve the pension system in any capacity other than as a trustee. Except as specifi-
cally provided by this article, including Section 3.01(b)(3) or (4) of this article, or other
law, an employee of the city may not serve the pension system in any capacity.

(¢) The executive director [Beth-the-administrater] and those persons selected to assist
the executive director [administrater] may be considered employees of the city. Unless
otherwise delegated to the executive director [edministrater], the board shall have the
ultimate authority to retain, discipline, or terminate the engagement of the executive
director.

(d) If acting in the executive director’s own discretion, the executive director owes a fi-
duciary duty to the pension system and shall ensure the sustainability of the pension
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system for the purpose of providing current and future beneﬁts to members of the pension
system and their beneficiaries [any 0 on). If the execu-
tive director is acting at the dtrectzon of the board and not exercwtng the executive
director’s own discretion, the executive director does not owe a fiduciary duty under this
subsection.

SECTION 1.11. Sections 4.01(a), (c), and (d), Article 6243a-1, Revised Statutes, are
amended to read as follows:

(a) The board shall pay for all costs of administration out of the income from the fund
when in the judgment of the board the costs are necessary, including the cost of:

(1) salaries and benefits for the executive director [ef-the-sdministratorassistant
administrator] and administrative staff’

(2) [;] office expenses;
(3) expenses associated with securingl;] adequate office space and associated utilities;

(4) compensation for [;-and] professional consultants, professional investment manag-
ers, or other persons providing professional services; and

(5) any other expenses approved by the board[—e&t—-e&aeeme—&em—ﬁhe—ﬁmd—when—:%—ts

(c) No expenditure for the costs of adm1mstrat10n, mcludmg the [er] payment of any
fee for professional consultants, professional investment management services, or any
other person providing professional services, may be made from the fund without the ap-
proval of the board.

(d) After the board has developed an annual budget for the pension system, the
budget shall be presented to the city manager [eitys-budget-office] for comment. The city
manager [etty’a-budget-offiee] may request the board to reconsider the appropriation for
any expenditure at a board meeting, but the board shall make the final determination ,
concerning any appropriation.

SECTION,1.12. Sections 4.02(b), (d), and (e), Article 6243a—1, Revised Statutes, are
amended to read as follows:

(b) Funds contributed by the city as its share of the amount required to finance the
payment of benefits under the pension system may be used for no other purpose. The
city is not responsible for the payment of any administrative or professional service fees of
the pension system. Any change to the [CPhe] contnbutlons requlred to be made to the pen-

(1) by the legislature; [or]
(2) by a majority vote of the voters of the clty, or

(3) in accordance with a written agreement entered into between the pension system, by
at least a two-thirds vote of all trustees of the board, and the city, provided that a change
made in accordance with this subdivision may not increase the period required to amor-
tize the unfunded actuarial accrued liability of the fund.

(d) Subject to Section 4.025 of this article, the city shall make contributions to the pen-
sion system biweekly in an amount equal to the sum of:

(1) the greater of:
(A) 34.5 percent of the aggregate computation pay paid to members during the period
for which the contribution is made; or
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(B) the applicable amount set forth below:

(i) $5,173,000 for the biweekly pay periods beginning with the first biweekly pay period
that begins after September 1, 2017, and ends on the last day of the first biweekly pay pe-
riod that ends after December 31, 2017;

(ii) $5,344,000 for the 26 biweekly pay periods immediately following the last biweekly
pay period described by Subparagraph (i) of this paragraph;

(iii) $5,571,000 for the 26 biweekly pay periods immediately following the last biweekly
pay period described by Subparagraph (ii) of this paragraph;

(iv) $5,724,000 for the 26 biweekly pay periods immediately following the last biweekly
pay period described by Subparagraph (iii) of this paragraph;

(v) $5,882,000 for the 26 biweekly pay periods immediately following the last biweekly
pay period described by Subparagraph (iv) of this paragraph;

(vi) $6,043,000 for the 26 biweekly pay periods immediately following the last biweekly
pay period described by Subparagraph (v) of this paragraph;

(vii) $5,812,000 for the 26 biweekly pay periods immediately following the last biweekly
pay period described by Subparagraph (vi) of this paragraph;

(viii) $6,024,000 for the 26 biweekly pay periods immediately following the last
biweekly pay period described by Subparagraph (vii) of this paragraph through the
biweekly pay period that ends after December 31, 2024; and

(ix) $0 for each subsequent biweekly pay period beginning with the first biweekly pay
period following the last biweekly pay period described by Subparagraph (viii) of this
paragraph; and

2) except as provlded by Subsectzon (e) of thzs sectzon, an amount equal to 1/ 26th of

21-12% _ 6-112%]

(e) The city is required to pay the contribution amount described by Subsection (d)(2)
of this sectzon only through the Zast blweekly pay perzod that ends aﬁer December 31

in- ay-H 5 0 y
SECTION 1.13. Part 4, Article 6243a—1, Revised Statutes, is amended by adding
Section 4.025 to read as follows:

Sec. 4.025. CITY OR MEMBER CONTRIBUTIONS IF NO UNFUNDED ACTU-
ARIAL LIABILITIES. Notwithstanding Section 4.02 or 4.03 of this article, if the pension
system has no unfunded actuarial liability according to the most recent actuarial valua-
tion, the annual normal costs must be equally divided between the city and the members
unless equally dividing the costs would increase the member contribution rates beyond
the rates prescribed by Section 4.03 of this article. The board shall adjust the city contri-
bution rates under Section 4.02 of this article and the member contribution rates under
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Section 4.03 of this article accordingly, and certify the adjusted rates. After the comple-
tion of a subsequent actuarial valuation showing unfunded actuarial liabilities, the con-
tribution rates applicable under Sections 4.02 and 4.03 of this article apply.

SECTION 1.14. Section 4.03, Article 6243a—1, Revised Statutes, is amended by
amending Subsections (a), (b), (c), (d), and (g) and adding Subsections (a-1), (d-1), (d-2),
and (i) to read as follows:

(a) Subject to Subsection (a-1) of this section and except as provided by Section 4.025
of this article, each [Eaeh] Group A member of the combined pension plan shall have
13.5 [6:8] percent of base pay deducted from the member’s wages on a biweekly basis
[each-moenth], and the contributions shall be promptly remitted to the fund by the city.

(a~1) If a Group A member is assigned, for any period, to a job-sharing program or any
similar work schedule that is considered by the member’s department to be less than a
full-time work schedule, the member’s contributions are determined by multiplying the
applicable contribution rate by a fraction, the numerator of which is the number of hours
the member actually worked during the period and the denominator of which is the
number of hours the member would have worked during the period if the member had
been working a full-time work schedule.

(b) Each member shall [eentinuete] contribute to the fund under the applicable terms
of this article [seetion] until the member leaves active service with either department. If
a member leaves active service with a department, |

er-until-the-beginning-of the-members
33rd—year—of -pension—serviee;—at—which—time] the member shall cease making

contributions.

(¢) Each Group B member shall authorize the city to deduct from the member’s salary
a percentage of the member’s computation pay. The authorization shall be in writing and
filed with the executive director [administrator].

(d) Subject to Subsection (d-1) of this section and except as provided by Section 4.025
of this article, for pay periods starting on or after September 1, 2017, each [Baeh] Group
B member shall have 13.5 [8:5] percent of the member’s computation pay deducted from
the member’s wages on a biweekly basis [eachmenth;] and the contributions shall be
promptly remitted to the fund by the city.

(d-1) If a Group B member is assigned, for any period, to a job-sharing program or
any similar work schedule that is considered by the member’s department to be less than
a full-time work schedule, the member’s contributions are determined by multiplying the
applicable contribution rate by a fraction, the numerator of which is the number of hours
the member actually worked during the period and the denominator of which is the
number of hours the member would have worked during the period if the member had
been working a full-time work schedule.

(d-2) For purposes of Subsection (d) of this section, “computation pay” includes
computation pay paid to a Group B member during any period the member is receiving
workers’ compensation.

(g) The percentage of base pay contributed by Group A members or computation pay
contributed by Group B members may not be altered except by an adjustment under Sec-
j - tion—4-02] of this article.

(i) Member contributions under this article or any payments a member is entitled to
make under this article to receive additional pension service may be pzcked up by the city
under the terms of an appropriate resolution of the city council.

SECTION 1.15. Section 4.04, Article 6243a—1, Revised Statutes, is amended by
amending Subsections (a), (¢), (d), (e), (), (g), (h), (j), and (k) and adding Subsections
(f-1) and (h-1) to read as follows:

(a) Except as provided by Subsection (d) or (e) of this section, a [A] Group B member
who, either voluntarily or involuntarily, leaves active service is entitled to a refund from
the fund of the total amount of the member’s Plan B and Group B contributions; without
interest, that were paid beginning with the effective date of the member’s Group B
membership or membership in Plan B. A refund under this subsection results in a fotal
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cancellation of pension service credit and the member and any person who would
otherwise take by, through, or under the member is not entztled to any benefits from the
pension system |[; 1.

(c) A [fermer] Group B member who desires [desiring] a refund of the Plan B or Group
B contributions under Subsection (a) of this section [the-persen—made-to—the-fund] must
make written application for the refund with the executive director [administrator]. In no
case may any refund be made to a [eny-fermer] Group B member before the expiration of
30 days after the date the person leaves actlve service.

(d) Subject to Subsection (k) of this sectlon, if a Group B member with less than flve
years of pension service either voluntarily or involuntarily leaves active service and fails
to make written application for a refund of contributions within three years after the
date of the notice described by Subsection (j) of this section [is] made by the board, the
person forfeits the right to withdraw any portion of the contribution, and the total
amount of Plan B and Group B contributions the person made will remain in the fund. If
the Group B member described by thls subsection dies after leaving active service, the

] deceased member’s designee [estate] may ap-
ply for the refund of the person’s contnbutmns resulting in an appropriate loss of pen-
sion service if the application is filed with the ‘executive director [admintstrater] within
three years after the date of the notice described by Subsection (j) of this section [ia]
made by the board. Subject to Subsection (k) of this section, if a Group B member’s
designee [heirs—er-estate] fails to apply for a refund of the Group B member’s contribu-
tions within the three-year period described by this subsection, the designee forfeits

] any right to the contributions, and the total amount of the
iljgag B and Group B contributions made by the Group B member will remain in the
nd.

(e) Subject to Subsection (k) of this section, if a Group B member with five or more
years of pension service either voluntarily or involuntarily leaves active service and fails
to make written application for a refund of the person’s Plan B and Group B contribu-
tions within three years after the date of the notice described by Subsection (j) of this
section [i8] made by the board, the person forfeits the right to withdraw any portion of
the contributions, and the total amount of the contributions will remain in the fund. A
Group B member described by this subsection may, however, apply for a Group B retire-
ment pension [benefits] under Section 6.02 of this article or, if the Group B member dies
before the member is ehgrble to apply for a Group B retzrement penszon, the member’s
qualified survivors refl : :
memberis-estate] may apply for Group B death beneﬁts under Sectwns 6. 06 6 061
6.062, and 6.063 of this article. If the Group B member dies before the member i8 engLble
to apply for a Group B retzrement penszon and the member has no qualzﬁed survwors, the
Group B member’s designee [in—s ree h aF he
or-the-estate] may apply for a refund of the Group B members Plan B and Group B
contributions, resulting in a total cancellation [an-apprepriateless] of pension service.
Subject to Subsection (k) of this section, if a Group B member’s designee [heirs-or-estate]
fails to apply for a refund of the Group B and Plan B member’s contributions within the
three-year period described by this subsection, the designee forfeits [heirs-and-the-estate
forfeit] any right to the contributions, and the total amount of the Plan B and Group B
contributions made by the Group B member will remain in the fund.

(f) Subject to Subsections (g) and (h) of this section, [H] a Group B member, other than
a Group B member who elects or has elected to receive a Group A beneﬁt ora beneﬁt
determined under the old plan or Plan A, who [with-five-or-m ;
viee] either voluntanly or mvoluntarlly leaves active service wzth ﬁve or more years of
Dpension service [the-persen] is entitled to:

(1) subject to Subsection (f-1) of this section, have the total amount of the person’s

Plan B and Group B contributions to the fund refunded in accordance with Subsection
(a) of this section, which results in a loss of all of the person’s accrued pension service; or

(2) if the Group B member first entered active service before January 1, 1999, elect to
take a refund of less than the total amount of the person’s Plan B and Group B contribu-
tions while leaving a sufficient amount to retain pension service amounting to five or
more years.
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(f~1) A Group B member who elects to receive a refund under Subsection (f)(1) of this
section and any person who would otherwise take by, through, or under the member is not
entitled to any benefits from the pension system.

(g) If a Group B member elects a refund of a portion of the person’s contributions
under Subsection (f)(2) of this section, the amount of the refund shall equal the total
amount of the persons Plan B and Group B annual contributions, without interest, for
each full year of pension service canceled [eaneelled], computed based on the ea.rhest
contributions made.

~ (h) A [fermer] Group B member who first entered active service on or after January 1,
1999, is entitled to have the total amount of the person’s Group B contributions refunded
under Subsection (a) of this section in accordance with Subsection (f)(1) of this section,
but may not receive a refund of less than the total amount in accordance with Subsection
(P(2) of this section.

(h-1) A Group B member who leaves active service and later returns to active service
is permitted to repay to the fund any previously withdrawn employee contributions and
receive pension service in accordance with Section 5.07(d) of this article as a Group B
member fo the extent that [i£] before again leaving active service, the Group B member
repays [eompletels] to the fund the prekusly withdrawn contributions with interest,
calculated at the interest rate from time to time used in the pension system’s actuarial
rate of return assumptlons compounded annually, on the prevmusly w1thdrawn contnbu—

(i) On the 58th [Seth] anniversary of the birth of a Group B member described by
Subsection (d) or (e) of this section, or on the board’s receipt of notice of the death of the
Group B member, the board shall by registered or certified mail, return receipt
requested, attempt to notify the Group B member or designee [the—membe:is—herrs—er
estate], as applicable, of the status of the person’s [their] entitlement to a refund of
contributions from the fund.

(k) A Group B member or designee described by Subsection (d) or (e) of this section [er
] shall have the person’s [their] right, title,
interest, or claim to a refund of the Group B member’s contributions reinstated only on
the board’s grant of their written request for a reinstatement and refund. The board’s
decision shall be based on a uniform and nondiscriminatory basis [peliey-that-it-shall;
from-time-to-time;-adopt].

SECTION 1.16. Section 4.06(c), Artlcle 6243a—-1, Revised Statutes, is amended to
read as follows:

(¢) The authority of the board to make a custody account or master trust agreement is
supplementary to its authority to make an investment management contract. Allocation
of assets to a custody account or master trust shall be coordinated by the executive direc-
tor [administrater], as authorized by the board, and the bank designated as custodian or
master trustee for the assets.

SECTION 1.17. Section 4.07, Article 6243a-1, Revised Statutes, is amended by
amending Subsections (a), (d), and (g) and adding Subsection (h) to read as follows:

(a) Subject to Section 4.071 of this article, if [H] the board determines that there is in
the fund a surplus exceeding a reasonably safe amount to take care of current demands
on the pension system, the board may invest or direct the investment of the surplus for
the sole benefit of the pension system.

(d) The board also has the authority to contract for professional investment manage-
ment services. Any contract that the board makes with an investment manager shall set
forth the board’s investment policies and guidelines [ef—the«beaf&—for-the—nse—ef—sﬁandatﬁ

mveetments] A professxonal 1nvestment management service shall receive such
compensation as may be determined by the board in accordance with Section 4.01 of this
article.

(8) A [Ne-investment-manager;other-than-a] bank or frust company that has custody
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and trustee powers and a contract with the board to provide assistance in making invest-
ments[;] shall be the custodian or master trustee of any of the securities or other assets
of the fund. Pursuant to Section 4.06 of this article, the board may designate a bank to
serve as custodian or master trustee, or subcustodian or submaster trustee, to perform
the customary duty of safekeeping as well as duties incident to the execution of
transactions. As the demands of the pension system require, the board shall withdraw
from the custodian or master trustee money previously considered surplus in excess of
current cash and proceeds from the sale of investments. The money may without distinc-
tion be used for the payment of benefits pursuant to each of the plans within the pension
system and for other uses authorized by this article and approved by the board.

(h) The board through policy shall establish an investment advisory committee
composed of trustees and outside investment professionals to review investment related
matters as prescribed by the board and make recommendations to the board. A majority
of the members of the committee established under this subsection must be outside invest-
ment professionals.

SECTION 1.18. Part 4, Article 6243a-1, Revised Statutes, is amended by adding
Section 4.071 to read as follows:

Sec. 4.071. BOARD APPROVAL OF CERTAIN ALTERNATIVE INVESTMENTS.
(a) The executive director, an investment manager, a provider of professional investment
management services or professional advisory services, or any other person delegated
authority to invest or reinvest pension system assets under this article may not invest pen-
sion system assets in a single alternative investment unless the board votes to approve the
investment by at least a two-thirds vote of all the trustees.

(b) The board may adopt rules necessary to implement this section.

SECTION 1.19. Section 4.08, Article 6243a-1, Revised Statutes, is amended by add-
ing Subsection (¢) to read as follows:

(¢c) On written request by the city, the executive director shall make available to the
city’s actuary or auditor the information and documents provided to or used by the pen-
sion system’s actuary or auditor in conducting an actuarial valuation under this article
or preparing any other document prepared under this article.

SECTION 1.20. Section 4.09, Article 6243a—1, Revised Statutes, is amended to read
as follows:

Sec. 4.09. REWARDS, DONATIONS, AND CONTRIBUTIONS. Any reward, dona-
tion, or contribution given to any member as payment or gratuity for service performed
in the line of duty shall be turned over to the chief of the member’s department, who
shall, in turn, forward the reward, donation, or contribution to the executive director
[administrater] of the pension system for deposit in the fund.

SECTION 1.21. Section 5.01, Article 6243a-1, Revised Statutes, is amended to read
as follows:

Sec. 5.01. MEMBERSHIP IN COMBINED PENSION PLAN. (a) Except as provided
by Subsection (a—1) of this section, the {[The] membership of the combined pension plan is
composed of the following persons: )

(1) Group A members:

(A) police officers or fire fighters who are on active service and who as of February 28,
1973, had filed a written statement with the pension system of their desire to participate
in either the old plan or Plan A;

(B) police officers and fire fighters who are on active service and [;] who were employed
and receiving compensation from the city as a police officer or a fire fighter before March
1, 1973, and who made contributions to either the old plan or Plan A attributable to any
period of employment before March 1, 1973; and

(C) except as provided by Subsection (b) of this section, persons who elect to become
Group A members under that subsection; and

(2) Group B members:
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(A) police officers and fire fighters who are on active service and who [;] were formerly
members of either the old plan or Plan Afl;] and who, as of April 30, 1973, had filed a
written statement with the pension system of their desire to participate in Plan B;

(B) police officers and fire fighters who are on active service and who on or after
March 1, 1973, and before January 1, 1993, became members of Plan B;

(C) as a condition of employment, any police officer [oeffiee] or fire fighter who is
initially employed as a police officer or a fire fighter by the city on or after January 1,
1993;

(D) as a condition of return to active service and except as provided by Subsection (b)
of this section, former members of the old plan or Plan A who left active service before
March 1, 1973;

(E) as a condition of return to active service and except as provided by Subsection (c)
of this section, former Group B members who are no longer on active service, whether or
not the persons were ever a member of the old plan, Plan A, or the combined pension
plan;

(F) Group A members who are on active service and meet the reqmrements and make
an election under Subsection (d) of this section; and

(G) persons who are on active service and make an election under Subsection (e) of
this section.

(a-1) Group A or Group B members do not include any employee of the city who is:

(1) required by ordinance or who elects, in accordance with an ordinance, to partici-
pate in an alternative benefit plan established under Section 3.01(G~1)(2) of this article
based on an evaluation under Section 3.01(j~5)(2) of this article; or

(2) required by ordinance to participate in an alternative benefit plan established
under Section 810.002, Government Code.

(b) A person who has received an old plan, Plan A, or combined pension plan retire-
ment or disability pension on or after March 1, 1973, may, if the person returns to active
service, elect to participate as a Group A or Group B member by filing a written applica-
tion for membership with the executive director [administrater] not later than 60 days
ai’cer the date of return to actlve servme [As—a—eendtt—reﬁ—ef—erther—e‘rreup—A—er—Greup—B

perseﬂ—wﬂ-l—be—asmgﬂed—] If the person descrzbed by thzs subsectzon does not elect to
become a Group A or Group B member, the person shall on leaving active service receive
a retirement pension in an amount that is unadjusted for the period of return to active
service if the person meets all of the requirements of Group A membership.

(c) A Group B pensioner who was never a member of the old plan, Plan A, or the
combined pension plan before January 1, 1993, may, if the person returns to active ser-
vice, elect to become a Group B member by filing a written application for membership
w1th the executive dzrector [ad-mimst-r&ter] not later than 60 days after the date of return
to actlve service. [ 56 5 h RAa

person descrzbed by thzs subsectzon does not elect to agam become a Group B member, on
leaving active service, if the person meets all applicable requirements of this article, the
person shall receive beneﬁts in an amount equal to the amount the person was receiving
as of the day before the day the person returned to active service, and the person’s base
pension shall be the same as the base pension originally computed before the return to
active service.

(d) A person who is on active service and is a Group A member may, before the person
participates in DROP, irrevocably elect to become a Group B member by filing a written
application with the executive director [administeater]. On and after the filing of the ap-
plication, the Group A member shall make contributions to the fund at the rate ap-
plicable to Group B members. However, the contributions do not, by themselves, estab-
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lish [eonstitute] Group B membership. Group B membership is contingent on the
satisfaction of the following conditions:

(1) the [The] person must, before the person elects to participate in DROP, pay an
amount to the fund equal to the difference between the contributions the person would
have made to the fund had the person been a Group B member for the entire period the
person could otherwise have been a Group B member before making application for
membership and the contributions the person actually made during that period, plus
interest calculated in accordance with procedures adopted by the board from time to
time; andl:]

(2) the [The] payments described by this subsection must be completed before the
earlier of the date on which the person begins participation in DROP or leaves active
service in accordance with procedures adopted by the board from time to time.

(d-1) If the fund does not receive payment under Subsection (d)(1) of this section by
the [that] date prescribed by Subsection (d)(2) of this. section, all payments made under
Subsection (d)(1) of this section [ef-this-type], as well as those contribution amounts paid
by the person after the person’s application for Group B membership that are in excess
of the Group A member contribution rate, shall be returned wtthout accrued interest to
the person, or in the event of the person’s death to the person’s designee [surviving
speuse;children;-or-estate], as applicable.

(e) A person who is on active service and has never been a member of any plan within
the pension system may elect to become a Group B member on a prospective basis by fil-
ing a written application for membership with the executive director [administrator].

SECTION 1.22. Sections 5.02(a), (d), (e), (h), and (i), Article 6243a~1, Revised
Statutes, are amended to read as follows:

(a) The effective date of Group B membership for a person who becomes a Group B
member under [persens—deseribed-by] Section 5.01(a)(2)(A) or (B) of this article is the
date the Group B member first became a member of Plan B [Januvary-1-1993).

(d) The effective date of Group B membership for a person [former-GreupBrmember|
who again becomes a Group B member and is described by Section 5.01(a)(2)E) of this
article is the person’s original effective date of Group B membership, adjusted for any
period for which [that] the person was not on active service or [;-ifthe-persen] has [not]
withdrawn some, but not all, contributions to the fund pursuant to Sectlon 4. 04 of this
article. If, however, the person withdraws [forme vitheds
contnbutlons to the fund in accordance with Sectlon 4 04 of thls art1cle, and the person
does not replace the previously withdrawn contributions together with interest as
provided by Section 4.04(h~1) [4:04(h)] of this article, the effective date of the person’s
membership is the date of return to active service.

(e) The effective date of membership for a person who becomes a Group B member
pursuant to Section 5.01(b) of this article is the date on which written application for the
membership is filed with the executive director [administrater]. The effective date of
membership for a person who becomes a Group A member pursuant to Section 5.01(b) of
this article is the person’s original effective date of membership in the old plan, Plan A,
or the combined pension plan, whichever is applicable.

(h) A person described by Subsection (a), (c), (d), (e), (f), or (g) of this section shall be
given full pension service for the time the person was a contributing member of the old
plan, Plan A, the combined pension plan, and Plan B, and the pension service shall be
counted as if it had been earned while a Group B member. Neither the length of time
persons described by Subsection (a), (c), (d), (e), (f), or (g) of this section received a retire-
ment or disability pension, whether under the old plan, Plan A, the combined pension
plan or Plan B, nor the amount of any benefits paid to the person shall have any effect
on the pension service earned by the person. No pension service may be earned while on
service retirement or disability retirement, or when the person was not on active service.
Except as provided by Sections 5.08 [6-62] and 5.09 of this article, a person déscribed by
Subsection (a), (¢c), (d), (e), (D), or (g) of this section may not be allowed to contribute to
the fund in order to receive pension service for the time the person was not on active ser-
vice, regardless of whether the person was actually receiving a pension.
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(i) The effective date of Group B membership for a person who becomes a Group B
member pursuant to Section 5.01(e) of this article is the date on which written applica-
tion for Group B membership is filed with the executive director [administrater].

SECTION 1.23. Section 5.03, Article 6243a-1, Revised Statutes, is amended by
amending Subsections (c) and (d) and adding Subsectmn (c-1) to read as follows:

(¢) A Group B member who is on active service and |
alse] was a former contributing member of either the old plan or Plan A may elect, when
applying for either a retirement or disability pension if applicable, to terminate member-
ship and receive a Group A retirement or disability pension under the applicable provi-
sions of this article, if the Group B member’s application for retirement or disability pen-
sion is granted by the board.

(c-1) A Group B member who is not on active service and was a former contributing
member of either the old plan or Plan A may elect, when applying for a retirement pen-
sion, to terminate membership and receive a Group A retirement pension under the ap-
plicable provisions of this article, if the Group B member’s application for retirement pen-
sion is granted by the board.

(d) If a Group B member [er—ferme?Gfeu-p—B—member] described by Subsection (c) or
(c-1) of this section has elected and been granted a Group A retirement or disability pen-
sion under the applicable provisions of this article, the person is entitled to a reimburse-
ment from the fund. The reimbursement shall be equal to that portion of the person’s
contributions to the fund, without interest, from the person’s effective date of Group B
membership until the time the person left active service[;] that is in excess of the total
amount the person would have contributed as a Group A member or as a member of the
old plan or Plan A for the same period. A Group B member [er-former-Group-B-member]
desiring a refund of excess contributions must make written application for the refund
with the executive director ladministrator] within three years after the date the person’s
Group A retirement or disability pension, whichever is applicable, begins, otherwise, the
person will [er] lose all right, title, interest, or claim to the refund until such time as the
board grants the refund in response to the person’s written request. The refund shall be
made as soon as practicable after written application is filed with the executive director

[

SECTION 1.24. Section 5.04, Articlé 6243a-1, Revised Statutes, is amended to read
as follows:

Sec. 5.04. GROUP B MEMBERSHIP MAY BE DECLARED INACTIVE. (a) Except
as provided by Subsection (d)(1) of this section, if ] a Group B member with less than
five years of pension service either voluntarily or involuntarily leaves active service, the
person’s Group B membership remains active as long as the person has not withdrawn
the person’s contributions pursuant to Section 4.04 of this article.

(b) Except as provided by Subsection (d)(2) of this section, if ] a Group B member
with five or more years of pension service either voluntarily or involuntarily leaves ac-
tive service, the person’s Group B membership remains active as long as the person has
not withdrawn the person’s entire contributions pursuant to Section 4.04 of this article.

(c) Except as provided by Subsection (d)(3) of this section, if [H] the board receives
valid information that a Group B primary party has died, [leaving-ene-er—smere-heirs;]
the board shall, by registered or certified mail, return receipt requested, attempt to notify:

(1) the qualified survivors [keirs] of the primary party of the procedures for applying
and qualifying for death [surviver] benefits under Section 6.06, 6.061, 6.062, or 6.063 of
this article; or

(2) if the primary party does not have any qualified survivors, the przmar:y party’s
designee of the procedures for applying for ler] a refund of the [Greup-B] primary party’s
contributions, if applicable, in accordance with Section 4.04 of this article.

(dX1) Subject to the provisions of Subdivision (5)(A) of this subsection, the member-
ship of a Group B member described by Subsection (a) of this section shall be declared
inactive and all of the person’s accrued pension service voided if the person does not
return to active service within three years after the date of [reeetving] the notice
described by Subdivision (4) of this subsection.
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(2) Subject to the provisions of Subdivision (5)(B) of this subsection, the membership
of a Group B member described by Subsection (b) of this section shall be declared inac-
tive and all of the person’s accrued pension service voided if the person does not file an
application for a Group B retirement pension with the board within three years after the
date of [reeeiving] the notice described by Subdivision (4) of this subsection.

(3) Subject to the provisions of Subdivision (5)(C) of this subsection, if a primary party
described by Subsection (c) of this section.:

(A) does not have any qualzﬂed survwors, the deszgnee has [—the-he:fs—or—estate—e-f—a
de ary-party ! : 0 : have] no right, title,
1nterest or claum for [beneﬁts—or] a refund of the pnmary party’s contributions to the
fund[;] if the designee does not file an application for the primary party’s contributions
within three years after the date of the notice described in Subsection (c) of this section, or

(B) has qualtﬁed survivors, the qualzﬁed survivors have no rzght tLtle, Lnterest or
claim to [heirs—o W & eGP

primary party’s death beneﬁts zf the qualzﬁed survivor does not ﬁle an applwahon for the
benefits [or-eentributions] within three years after the date of [reeeiving] the notice
described in Subsection (c) [by-Subdivisien{4)] of this section [subseetion].

(4) On the 58th [60tk] anniversary of the bu'th of a Group B member descmbed by

Subsectlon (a) or (b) of thls sectlon [ P61
~des d h seetio ] the board shall by reglstered
or certlﬁed ma11 return recelpt requested attempt to notlfy

(A) the [GreupB] member [or

plieable;] of the status of the members [t-hetr] entltlement to beneﬁts or contnbutwns
from the fund; or

(B) if the board receives valid information that the member has died, the qualified
survivors of the deceased person or; if none exists, the designee of the deceased person.

(5)(A) A Group B member described by Subdivision (1) of this subsection shall have
the person’s Group B membership and pension service reinstated on the person’s return
to active service.

(B) A Group B member described by Subdivision (2) of this subsection shall have the
person’s Group B membership and pension service reinstated on the person’s return to
active service or on the grant of the person’s written request to the board of the person’s
desire to apply for a Group B [serviee] retirement pension under Section 6.02 of this
article [benefit]. :

C) A primary party’s qualified survivors or designee, as appropriate, [The-heirs—or
] described by Subdivision (3) of this subsection shall have their
right, title, interest, or claim to the primary party’s refund of the party’s contributions
reinstated on the board’s g'rant of their wntten request [for-thereinstatementand
refund]. [The-board’s '-. don—auniform-and-nondiseriminatory-poliey
t—h&t—-rt—shal-}—&em—ﬁme—te—t-rme——adept—
SECTION 1.25. Section 5.05, Article 6243a—1, Revised Statutes, is amended to read
as follows:

Sec. 5.05. PENSION SERVICE. (a) Subject to Subsection (d) of this section and
except as provided by Subsection (e) of this section, a [A] member shall receive pension
service for the time, computed in years and fractional years for months and days,
completed as a member of the combined pension plan, the old plan, Plan A, or Plan B.

(b) A member who elects to pay contributions for time spent on military leave, autho-
rized non-uniformed leave of absence, or for an apprenticeship or probationary period, or
for any other reason provided for by this article may [net] receive [any] pension service
for [any-part-of] the time for which the member is contributing only to the extent provided
under Sectzon 5. 07(d) 5 08 or 5 09 of tth artzcle [unﬁl—the—enttre—ameuﬂt-dﬂethe—f-und

member]
(¢) If a member, either voluntarily or involuntarily, leaves active service and later
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returns to active service, the person shall receive full pension service for the period of
the person’s original membership, if the person did not withdraw the person’s contribu-
tions pursuant to Section 4.04 of this article. If, however, the member had withdrawn
the person’s contributions and did [dees] not replace the prevmusly withdrawn contribu-
tions [withinterest] as requlred by Section 4.04 of this article, the member [persen]
forfeits any pension service attrzbutable to any perzod of tzme for whzch the respectwe
contributions were not repaid [aeery i : 6 DErso
return-to-activegerviee).

(d) If a member is assigned, for any period, to a job-sharing program or any similar
work schedule that is considered by the member’s department to be less than a full-time
work schedule, the member’s pension service is determined by multiplying the pension
service that could have been earned for full-time work during the period by a fraction, the
numerator of which is the number of hours the member actually worked during the pe-
riod and the denominator of which is the number of hours the member would have
worked during the period if the member had been working a full-time work schedule.
This proration may not affect the computation of pension service for a member during
any period the member is on leave:

(1) because of an illness or injury; or
(2) receiving periodic payments of workers’ compensation.

(e) Notwithstanding any other provision in this section, a member may not receive pen-
sion service attributable to nonqualified service to the extent the pension service would
result in either more than five years of permissive service attributable to nonqualified ser-
vice being taken into account, or any permissive service being taken into account before
the member has completed at least five years of active service. In this subsection, “permis-
sive service” and “nonqualified service” have the meanings described by Section 415(n)(3)
of the code.

SECTION 1.26. Sections 5.06, 5.07, 5.08, and 5.09, Article 6243a-1, Revised Statutes,
are amended to read as follows:

Sec. 5.06. VESTED RIGHTS OF GROUP B MEMBERS. (a) If a Group B member
accrues five years of pension service, whether the pension service is accrued while a
Group B member or while a member of the old plan, Plan B, Plan A, the combined pen-
sion plan, or a combination of the plans, the Group B member has vested rights and is
eligible to apply for a retirement pension in accordance with Section 6.02 of this article.

(b) If a Group B member has vested rights as determined under Subsection (a) of this.
section, and the Group B member either voluntarily or involuntarily leaves active ser-
vice before becoming eligible to receive any benefits under Section 6.02 of this article,
the person shall be provided with a letter approved by the board and signed by the exec-
utive director ladministeater] that, barring unrepaid refunds, clerical error, miscalcula-
tion, or other error, is incontestable and shall state:

(1) the total amount of pension service the Group B member had accrued until the
date the person left active service;

(2) the total amount of contributions the Group B member made under the terms of
Plan B and the combined pension plan; and

(3) the monthly retirement pension due the Group B member at age 58 [56].

Sec. 5.07. PURCHASE OF PENSION SERVICE BY GROUP B MEMBERS. (a) A
Group B member who is on active service and has previously elected not to become a
contributing member of the old plan or [ard] Plan A may purchase pension service from
the fund for that period during which the member performed active service with either
department until the effective date of the member’s Group B membership. No pension
service may be given to the Group B member except to the extent that [ﬁntﬂ] payment is

cordance with Subsectzon (d) of thzs sectwn [may—be—pt&ehased——fbr—&ny—-peﬁed—thﬁt—is—ef
greater-or-lesserlengthl.

(b) Payment for the purchase of pension service under Subsection (a) of this section
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shall be equal to the amount of contributions the Group B member would have made to
the old plan and Plan A had the member been a contnbutmg member of either of the
plans during the period for which the pension service is being purchased [deseribed-by
Subsection<{a)-of this-—seetion], plus interest calculated in accordance with procedures
adopted by the board from time to time.

(c) Subject to Subsection (d) of this section, a [A] Group B member who is on active
service may repay the fund all or a portion of the employee contributions withdrawn by
an alternate payee pursuant to the terms of a quahﬁed domestlc relatlons order [end

est calculated at the 1nterest rate from tlme to tune used in the pensmn system’s
actuarlal rate of return assumptions, compounded annually, on the contributions for the
period from the date the contributions were withdrawn until the date the principal and
accrued interest are repaid, and receive pension service as a Group B member, in accor-
dance with Subsection (d) of this section, for the period for which the contributions and
interest were paid [in—fall].

the—-fuﬁd—] If payment of the entlre amount of penswn service a member is entttled to
under Subsection (a) or (c) of this section or under Section 4.04(h~1) of this article is not
completed by the earlier of the date the Group B member begms parttczpatzon in DROP or
the date the member [tsn d-by da 0 m i
service, pension service wtll be provlded only for the number of full years of pension ser-
vice that the contributions and interest paid under those provisions will purchase,
computed based on the most recent years for which the member was entitled to purchase
pension service. Except for pension service that is picked up by the city under the author-
ity of Section 414(h)(2) of the code, a fractional year of pension service may be purchased
only if less than a full year of pension service is available for purchase.

(e) The amounts paid but insufficient to purchase one or more whole years of pension
service that remain available for purchase, including any interest paid by the Group B
member, must be returned to the Group B member or, if the Group B member has died, to
the Group B member’s designee, without any accrued interest on the returned money.

() Notwithstanding any other provision of this section, any amounts that have been
picked up and paid by the city may not be paid to a member or deszgnee, and the member
shall be given credit for all years, and fractions of years, of pension service that can be
purchased wlth the chked up contnbuttons [

Sec. 5.08. MEMBERS IN UNIFORMED [ARMED] SERVICES. (a) In this section,
“service in the uniformed services” has the meaning assigned by the federal Uniformed
Services Employment and Reemployment Rights Act of 1994 (38 U.S.C. Section 4301 et
seq.), as amended.

(a-1) A member who is reemployed by the city after an absence due- to service in the
uniformed services shall receive contributions, benefits, and penswn service that are no
less favorable than those required by Section 414(u) of the code in accordance with the
procedure descrtbed by Subsectwn (c) of tth sectzon [m&y—reeewe—penswn—semee—ferttme

seetion .
(b) Tb the extent a provision of this section that was in effect before November 25, 1996,

would provide a member who was on active service with the pension system before
November 25, 1996, with greater rights, the prior provision of this section applies [Any
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[(a-Repayment] shall be made in-accordance with Section 5.07 of this article and a
[the-procedure-set-forth-in-any] uniform and nondlscrxn‘unatory [ma-hbafy—leave—and—pay-
ment] procedure adopted by the board |

Sec. 5.09. NON-UNIFORMED NOMNMIEITARY] LEAVE OF ABSENCE. (a) An “au-
thorized non-uniformed leave of absence” means any leave of absence that meets one of
the following requirements [eonditions]:

(1) the leave of absence was unpaid and granted by the member’'s department in accor-
dance with the federal Family and Medical Leave Act of 1993 (29 U.S.C. Section 2601 et
8eq.); or

(2) the leave of absence was unpaid and was [mustbe] an official leave authorized and
certified by the chief of the member’s [either] department as bemg beneficial tol+and

(b) Sub_]ect to the requzrements of this section and any procedures adopted by the

board, a [A} member may receive pension service for time spent away from the member’s
[e:%her] department on an authonzed non- unzformed [nenﬁﬁh’eary] leave of absence To

[

with the executwe dLrector [&d-m:meﬁr&ﬁer] a wrltten apphcatlon to pay to the fund both:
(1) the member contributions the member would have made to the fund had the member
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remained on active service and had there been no change in the member’s position or
hours of work during the period of the authorized non-uniformed leave of absence; and

(2) .the contrzbutwns the czty would have made to the ﬁtnd on the members behalf [any

] had the member rema.med on actlve service and had
there been no change in the member’s position or hours of work during the period of the
authorized non-uniformed leave of absence.

(b-1) Contributions made under Subsection (b)(2) of this section may not be refunded
to the member.

(6-2) The written application described by Subsection (b) of this section must be filed
before the member’s authorized non-uniformed leave of absence begins, unless the pension
system determines that it would not be reasonable to expect the member to file the ap-
Dlication before the authorized non-uniformed leave of absence begins, in which case the
applzcatzon must be ﬁled as soon as czrcumstances permzt as determmed by the penswn

(6-3) Tb receive pension service under this sectwn, the following additional conditions
must also be met:

(1) [6&4] if the member’s contribution rate, the city’s contrlbutlon rate, or both the
member’s and city’s contribution rates change before the end of the members authorzzed
non-uniformed leave of absence [eheng : A his-artiele], the

percentage [ef—eebal—wages—aﬁd—sa:l&ry] reqmred to be pa1d by the member also changes,
so that the amount paid by the member in accordance with this section always equals

the amount that would have been contributed by the member, and by the city on the
member’s behalf had the member remamed on actlve service [—aml—m—no—event—*ns—the—erﬁy

(2) €8] payment of contributions as set forth in Subsection (b) of this section [Subdivi-
stons-(3)-and-(4)>-of this-subseetion] shall begin coincident with the beginning of the ap-
plicable authorized non-uniformed leave of absence and shall be made monthly to the ex-
ecutive director [administrater] for deposit in the fund, unless the board authorizes the
deferment of the payments, in which case the payments must include interest calculated
in accordance with Subsection (b—4) of this section [until-the-member-has-returned-to-ae-
tiveserviee];

(3) no pension service will be granted to the member until the member returns to ac-
tive service, and if the member does not return to active service, the contributions paid,
including any interest paid, will be returned to the member except as provided by
Subsection (c) of this section;

(4) if the board authorizes the deferment of the payments under Subdivision (2) of
this subsection, the payment must [may] be made either by authorizing the deduction of
pro rata portions of the total amount due from the member’s salary over a one-year pe-
riod, or by cash payment made to the executive director [administerater] within one year
after the date of the member’s return to active service, except that the board may ap-
prove a longer period for making the payment if it finds that the one-year limit would
work a financial hardship on the member;
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(5) [€6)] the member must return to active service within 90 days after the date the
member’s authorized non-uniformed leave of absence expires, or if the member’s autho-
rized non-uniformed leave of absence does not have a fixed expiration date, within a rea-
sonable time to be determined by the board, or the member forfeits the right to pay for
the leave time; and

(6) [¢P] no member may ever be allowed to pay leave of absence contributions under
this section for any time in excess of the time actually spent on an authorized non-
uniformed leave of absence.

(b—4) For purposes of Subsection (b-3)(2) of this section, interest is calculated from the
date the member’s payment was first due, at the interest rate from time to time used in
the pension system’s actuarial rate of return assumptions, compounded annually until
the date the principal and accrued interest are repaid in full. :

(c)(1) If a member of the combined pension plan is disabled or dies while on an autho-
rized non-uniformed leave of absence, the member or the member’s designee is [heirs
are] entitled to [either] a refund of contributions pursuant to Section 4.04 of this article
or the member or the member’s qualified survivors are entitled to benefits under the
provisions of this article, to the extent applicable.

(2) A member who is disabled or dies while on an authorized non-uniformed leave of
absence pursuant to this section may receive no pension service for any portion of the
period of the leave, [:] except that if the member had, before the member’s disability or
death, paid for contributions while on an authorized non-uniformed leave of absence in
accordance with [Subseetion{a)-ef] this section, the member shall receive pension service
for the leave time actually paid for at the time of the member’s disability or death. The [;
but-the] member may receive no pension service for any portion of the period of leave for
which contributions were [have] not [(been] paid to the executive director [administrater]
for deposit in the fund.

SECTION 1.27. Section 6.01, Article 6243a-1, Revised Statutes, is amended by
amending Subsections (a), (b), (d), (&), (), (g), and (h) and adding Subsections (a-1) and
(a—2) to read as follows:

(a) A Group A member [or-former-Greup-A-rmember] must have 20 years of pension

service to be eligible for a Group A retirement pension under this section. A member’s
benefit election [apphieatien] under this section, once approved [made], is irrevocable.

(a-1) If a Group A pensioner returns to active service as a police officer or fire fighter
with the city, the person’s Group A retirement,pension ceases until [the-time] that [the]
person again leaves active service with the city.

(a-2) If a Group A pensioner resumes employment with the city in o capacity other
than as a police officer or fire fighter, the pensioner’s Group A retirement pension continues
during the period of employment, except the pensioner may not accrue additional credit
for pension service during this period. Additional credit for pension service does not ac-
crue during any period in which a Group A pensioner becomes employed by the city un-
less the additional credit is attributable to active service as a police officer or fire fighter
with the city.

(b) At age 50 a Group A member [or-former-Group-A-member] is eligible to begin
drawing a monthly Group A retirement pension. A monthly Group A retirement pension
equals 50 percent of the base pay per month, plus 50 percent of any longevity pay the
Group A member was receiving at the time the member left active service. Although the
number of years used in the computation of longevity pay remains fixed at the earlier of
the time a Group A member [or-former-Group-A-member] leaves active service or begins
participation in DROP, the monthly rate of longevity pay used in this computation is
subject to change in the event of an amendment to the state law governing longevity
pay. The monthly Group A retirement pension benefits of Group A pensioners shall be
adjusted from time to time in a like manner.

(d) The element of annual retirement pension computed under Subsection (c¢)(1) of
this section is subject to the following limitations:

(1) it shall be prorated for the year in which the pensioner begins receiving a retire-
ment pension;
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(2) it shall be payable only to those Group A pensioners who, as [a] Group A members
[member] on active service, received city service incentive pay and who receive a monthly
Group A retirement pension as determined under Subsection (b) of this section on the
last day of September of each year; and

(3) it shall be paid to Group A pensioners as long as the city continues to pay city ser-
vice incentive pay to Group A members on active service.

(4) Notwithstanding Subsections (b) and (c¢) of this section, a Group A member with a
minimum of 20 years of pension service may apply for an actuarially reduced retirement
pension to begin no earlier than when the member attains age 45 but before the member
attains age 50. The Group A member | ] who .has made an
application may receive a retirement pension calculated under Subsections (b) and (¢) of
this section reduced by two-thirds of one percent per month for each whole calendar
month the benefit is payable before the month in which the Group A member [er-former

Group-A-member] attains age 50.
(e) At age 55 a Group A member [er-fermer-Greup-A-—member] is eligible to begin

drawing a monthly retirement pension computed as follows:

(1)(A) at the rate of three percent of base pay for each year, prorated for fractional
years, of pension service, with a maximum of 32 years 'of pension service, or 96 percent
of base pay; or

(B) if the Group A member [or-former-Group-A-member] had 34 or more years of pen-

sion service as of April 30, 1990, then the member’s retirement pension is calculated at
the rate calculated under the terms of the combined pension plan in effect on April 30,
1990, if the resulting amount would be greater than the amount calculated under
Paragraph (A) of this subdivision; plus

(2) one-half of the longevity pay the Group A member [or-former-Greup-A-member]
was receiving at the time the person left active service; plus

(3) 1/24th, without subsequent adjustment, of the annualized amount of the city ser-

vice incentive pay the Group A member [er-former—G-reupA—member] recelved at the time
the person Ieft active service.

< onbiy 0 : 8-OF Trie For purposes of
Subsectzon (e) of th:s sectmn, base pay and longewty pay are the amounts in effect on the
earlier of the date the member begins participation in DROP or the date benefits are to
begin, without subsequent adjustment.

(g) Notwithstanding Subsection (e) of this section, a Group A member [orformer

] with 20 or more years of pension service may apply for an actuarially

reduced Group A retirement pension beginning on or after the date the Group A member
[erformer-Greup-A-—member] attains age 50 but before the person attains age 55. The
Group A member [erformer-Greup-A-member] may receive a retirement pension
calculated under Subsection (e) of this section reduced by two-thirds of one percent per
month for each whole calendar month the benefit is payable before the month in which

the Group A member [erformer-GroupA-member] attains age 55.

(h) Entitlement to the Group A retirement pension described by this section is subject
to the following conditions:

(1) a written application must be filed with the executive director [administrator];

(2) the grant of a Group A retirement pension by the board must be made at a meet-

ing of the board held during the month the [Greup4A] retirement pension is to become
effective, or as soon after that as administratively possible; and

(8) -the Group A member must no longer be on active service.

SECTION 1.28. Section 6.02, Article 6243a~1, Revised Statutes, is amended to read
as follows:

Sec. 6.02. GROUP B RETIREMENT PENSION. (a) If a [A] Group B member [er-for-
668
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mer-Group-B-member-whe] has accrued five or more years of pension service, is no lon-

ger on active service with the department, has not withdrawn the member’s contributions,
and otherwise meets the age and pension service requirements under the applicable provi-
sion of this section, the member may apply [meay-melke-applieatien] for a Group B retire-
ment pension under this section. A member’s benefit electwn application under a provz-
sion of this section, once approved, is irrevocable.

(a~1) If a Group B penswner returns to actwe service as a polzce ofﬁcer or ﬁre ﬁghter
with the city, the persons [en—r FeRrs p£6 3 edueed)
Group B retirement pension ceases untzl that person agatn leaves actwe service thh the
czty

" (a-2) If a Group B pensioner resumes employment with the city in a capacity other
than as a police officer or fire fighter, the pensioner’s Group B retirement pension continues
during the period of employment except the pensioner may not accrue additional credit
for pension service during this period. Additional credit for pension service does not ac-
crue during any period in which a Group B penswner becomes employed by the city un-
less the additional credit is attributable to active service as a police officer or fire ﬁghter
with the city [en-reaseching46-years-of-age].

(b) A [fermer] Group B member who began active service before March 1, 2011 and
who has attained at least 50 years of age, or who began active service on or after March
1, 2011, and has attained at least 58 years of age, and who otherwise meets the require-
ments of Subsection (a) of this section may elect to receive a Group B retirement pension
that shall be calculated as follows:

(1) for a member who began active service before March 1, 2011, the member’s retire-
ment pension shall be the sum of: |

(A) the number of years of pension service before September 1, 2017, prorated for
fractional years, times three percent of the average computation pay determined over the
36 consecutive months of pension service in which the Group B member received the high-
est computation pay; plus

(B) the number of years of pension service on or after September 1, 2017, prorated for
fractional years, times the applicable percentage prescribed by Subsection (b-1) of this
section of the average computation pay determined over the 60 consecutive months of pen-
sion service in which the Group B member received the highest computation pay; or

(2) for a member who began active service on or after March 1, 2011, the member’s
retirement pension shall be the number of years of pension service, prorated for fractional
years, times 2.5 percent of the average computation pay determined over the 60 consecu-
tive months of pension service in which the member received the highest computation pay.

(b-1) For purposes of Subsection (b)(1)(B) of this section, the applicable percentage is
based on the age of the Group B member when the member’s retirement pension begins as
set forth below:

Age of Member When Retirement Pension Begins Percent
58 and older 2.5%
57 2.4%
56 2.8%
55 2.2%
64 ' 2.1%
53 and younger 2.0%

(b-2) Days during which the member earned no pension service due to a termination of
active service or otherwise must be disregarded in determining the 36 or 60 consecutive
months of highest computation pay under Subsection (b)(1) or (2) of this section, as
appropriate. The pension benefit calculated under Subsection (b) of this section may not
exceed the greater of:
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(1) 90 percent of the member’s average computation pay determined under the ap-
plicable subsection; or

(2) the vested and accrued beneﬁt of a member as determmed on August 31 201 7 [er

(c) Except as provzded by Subsection (c-2) of this section, [Eﬁhﬂement—te] a Group B
member who has either attained at least 45 years of age on September 1, 2017, or who at-
tains at least 53 years of age after September 1, 2017, and who otherwise meets the
requirements of Subsection (a) of this section may elect to receive an actuarially reduced
Group B retirement pension calculated in accordance with Subsection (c-1) of this section:

(1) not earlier than the member’s 45th or 53rd birthday, as applicable; and
(2) not later than the member’s 50th or 58th birthday, as applicable.

(c~1) Except as provided by Subsection (c-2) of this section and subject to Section 6.021
of this article, a Group B member who applies for an actuarially reduced Group B retire-
ment pension under Subsection (c) of this section shall receive a pension calculated under
Subsection (b) of this section, reduced by two-thirds of one percent per month, for each
whole calendar month the benefit is payable before the month in which the member
attains:

(1) for members who attained at least 45 years of aée on September 1, 2017, 50 years of
age; or

(2) for members not described by Subdwzswn (1) of this subsection who attain at least
53 years of age after September 1, 2017, 58 years of age.

(c-2) Subject to Subsection (d-3) of this section and for purposes of Subsection (c-1) of
this section, if a Group B member’s pension benefit calculated under Subsection (b) of this
section is equal to 90 percent of the member’s average computation pay, the member is
entitled to a Group B retirement pension under Subsection (c) of this section at 45 or 53
years of age, as appltcable, that is not actuanally reduced as provtded under Subsectzon
(c—I) of thts section [re P : he ' on—8a o

(d) Except as provided by Subsection (d—2) of this section, a [A] Group B member who
has accrued 20 or more years of pension service and has been on active service at any
time on or after January 1, 1999, may elect to apply for a Group B retirement pension
beginning at any time after the Group B member leaves active service, regardless of age.
A Group B member may elect a Group B retirement pension under this subsection as
follows:

(1) if the member accrued 20 or more years of pension service on or before September 1,
2017, the member may elect a pension under this subsection that is computed in the same
manner as the Group B retirement pension under Subsection (b)(1) of this section except
that the percentage set forth below must be used instead of the three percent multiplier
prescribed by Subsection (B)(1)(A) of this section:
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Age of Member When Retirement Pension Begins Percent

48 and 49 2.75%
47 2.6%

46 2.25%
45 and younger 2%, and

(2) except as provided by Subsection (d-2) of this section and subject to Section 6.021 of
this article, if the member accrued 20 or more years of pension service after September 1,
2017, the member may elect a pension under this subsection computed in the same man-
ner as the Group B retirement pension under Subsection (b)(2) of this section except that
the percentage set forth below must be used instead of the 2.5 percent multiplier prescribed
by Subsection (b)(2) of this section:

Age of Member When Retirement Pension Begins Percent
57 2.4%
56 : 2.3%
55 2.2%
54 2.1%
53 and younger - 2.0%

(d-1) A member who elects a pension under Subsection (d) of this section is not entitled
to:

(1) minimum benefits under either Section 6.10A or 6.11 of this article; or
(2) benefits under Subsection (g) of this section.

(d-2) Subject to Subsection (d-3) of this section and for purposes of Subsection (d) of
this section, if a Group B member’s pension benefit calculated under Subsection (b) of this
section is equal to 90 percent of the member’s average computation pay, the member is
entitled to a Group B retirement pension under Subsection (d) of this section that is not
reduced as prodeed under Subsectzon (d)(l) or (2) of thzs sectzon [re&rement—penswﬁ

(d-3) For purposes of Subsectlons (c—2) and (d—-2) of this section, a Group B member’s
pension benefit calculated under Subsection (b) of this section shall be calculated without
application of any reduction under Subsection (b~1) of this section.

(e) A [However;a] Group B member or former Group B member with 34 or more years
of pension service as of April 30, 1990, is entitled to [shal] receive the greater of a Group
B retirement pension calculated under the terms of Plan B as in effect on that date or a
Group B ;‘etlrement pension calculated pursuant to Subsection (b) [¢d)] of this section.

[ A A ~
o1 e
.
a-of-anv-date—afiand
as-orany-aate-4a D

(g) In no event may any Group B member [exrformerGroup-B-member] who was at
any time a Group A member or a contributing member of the old plan or Plan A, and
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who satisfied the applicable age and length-of-service requirements of the applicable
plan at the time the person left active service, receive a retirement pension in an amount
less than the amount the person would be entitled to receive as a Group A member.

(h) Notwithstanding any other provision of this section, a [A-former] Group B member
who was not a Group B member on or after January 1, 1993 [May-3-1990], shall receive
a retirement pension calculated under the applicable provisions of Plan B [this-plazr] as
that plan existed [in—effeet] on the date the member terminated [persenieff] active
service.

(i) Entitlement to a Group B retirement pension under Subsection (b), (c), (d), or (e) of
this section is subject to the following conditions:
(1) a written application must be filed with the executive director;

(2) the grant of the Group B retirement pension by the board must be made at a meet-
ing of the board held during the month the retirement pension is to become effective, or as
soon after as administratively possible; and

(3) the Group B member may no longer be on active service [A—fermer—G—re\?p%member

SECTION 1.29. Part 6, Article 6243a-1, Revised Statutes, is amended by adding
Sections 6.021 and 6.022 to read as follows:

Sec. 6.021. AUTHORITY TO ADOPT ALTERNATIVE MULTIPLIERS FOR COMPU-
TATION OF CERTAIN GROUP B BENEFITS. (a) For purposes of Section 6.02(c~1) or
(d)(2) of this article, the board by rule may adopt alternative multipliers, including an
alternative table prescribing actuarially appropriate multipliers. In adopting rules under
this subsection, the board shall designate the date on which the alternative multiplier
shall take effect.

(b) Copies of any alternative multzplzers adopted under thts section must be maintained
at the principal office of the pension system and published on the pension system’s publicly
available Internet webasite.

Sec. 6.022. AUTHORITY TO REDUCE RETIREMENT AGE. Notwithstanding any
other law, the board may reduce the age at which a Group B member is eligible to begin
receiving a retirement pension, including an actuarially reduced retirement pension,
under Section 6.02 of this article if the board determines that the reduction will not cause
the amortization period of the unfunded actuarial accrued liability of the pension system
to exceed 25 years, after taking into account the impact of the reduction. A board action
under this section may not take effect until the State Pension Review Board reviews the
board’s determination described by this section.

SECTION 1.30. Section 6.03, Article 6243a~1, Revised Statutes, is amended by
amending Subsections (a), (d), (f), and (g) and adding Subsections (k) and (1) to read as
follows:

(a) If a member who is on active service, other than a member participating in DROP,
becomes disabled to the extent that the member cannot perform the member’s duties
with the member’s department, the member may apply for a disability pension, subject
to [in-aceordanee-with] any uniform and nondiscriminatory disability application proce-
dure and recall and review procedure adopted by the board and in effect from time to
time.

(d) No disability pension may be paid to a member for any disability if the disability
was a result of an intentionally self-inflicted injury or a chronic illness resulting from an
addiction by the member through a protracted course of [reneeereed] indulgence m
alcohol, narcotics, or other substance abuse that was not coerced.
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(f) No disability pension may be paid if the chief of the member’s department is able
to provide the member w1th dutles that are w1th1n the members physmal or mental
capabilities, [as he v
capabilities;] even though the dutles are dlﬁ'erent from the dutles the member performed
before the disability.

(g) Written application for a disability pension must be filed with the executive direc-
tor not later than the 180th day after the date the member leaves active service
[administrater]. The application must be accompanied by a recommendation from the
health director. This recommendation shall contain a statement indicating whether the
member became disabled while the member was on duty or off duty and whether the
disability was service-connected or was not service-connected [monserviee-conneeted].

(k) For purposes of Sections 6.04 and 6.05 of this article and this section:

(1) longevity pay and incentive pay are the amounts in effect on the date the beneﬁts
are to begin, without subsequent adjustment; and

(2) except as provided by Section 6.05(b-1) of this article, base pay is the amount in ef-
fect on the date benefits are to begin, without subsequent adjustment.

(1) Notwithstanding any other law, Subchapter B, Chapter 607, Government Code, ap-
Dlies to all members without regard to the employing department or job assignment.

SECTION 1.31. Part 6, Article 6243a—1, Revised Statutes, is amended by adding
Section 6.035 to read as follows:

Sec. 6.035. DISABILITY BENEFITS FOR CERTAIN PERSONS IN UNIFORMED
SERVICES. (a) In this section, “uniformed services” has the meaning assigned by the
federal Uniformed Services Employment and Reemployment Rights Act of 1994 (38
U.S.C. Section 4301 et seq.).

(b) This section applies to a person who was released from the uniformed services after
December 17, 2001, under conditions that would have made the person eligible for benefits
under Section 414(u) of the code if the person could have returned to active service.

(c) If a person subject to this section was unable to return to active service by reason of
disability incurred while on a leave of absence due to service in the uniformed services,
that person is entitled to a regular disability pension in accordance with Section 6.03 of
this article, calculated in accordance with Section 6,04 of this article.

(d) Notwithstanding Section 6.03(g) of this article, a written application for a disabil-
ity pension must be filed not later than the 180th day after the date of the person’s release
from the uniformed services. .

(e) A person subject to this section is entitled to receive pension service for the period of

service with the uniformed services only to the extent that contributions are made for that
period in accordance with this article.

SECTION 1.32. Section 6.04, Article 6243a~1, Revised Statutes, is amended to read
as follows:

Sec. 6.04. CALCULATION OF REGULAR [G—ROU—P—A] DISABILITY BENEFITS
[PENSION]. (a) Subject to Subsection (&) of this section, if [H] a Group A member’s ap-
plication for a Group A disability pension has been approved by the board pursuant to
Section 6.03 of this article, 1nclud1ng any procedures adopted under that section, the
Group A member may elect to receive a Group A disability pension calculated:

(1) in the same manner as the benefit under Sections 6.01(b) and (c) of this article; or

—
b

(2) under Subsection (c) [} of this section.

(b) An election under Subsection (a) of this section, once dpproved by the board [made},
is irrevocable.
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have benefits determined under this subsection is entitled to a monthly disability pension
calculated as follows:

( 1) at a rate of three percent of base pay for each year, prorated for fractlonal years, of
pension service, with a [mini : : ; : g e
and-a] maximum of 32 years of pens1on service bemg credlted or 96 percent of base pay
ler], except that if the Group A member had 34 or more years of pension service as of
April 30, 1990 [May—1-1990], the member is entitled to [shall] receive the greater of a
disability pension calculated under the terms of the combined pension plan in effect on
that date or as calculated under this subdivision; plus

(2) one-half of the longevity pay the Group A member was receiving at the time the
member left active service; plus

(8) subject to Subsection (d) of this section, 1/24th[;—witheut-subsequent-adjustment;]

of the annualized amount of city service incentive pay the Group A member received at
the time the member left active service.

(c~1) The disability penszon calculated under Subsection (c) of this section may not
exceed the greater of: -

(1) 90 percent of the member’s average base pay determined under the applicable
subsection; or

(2) the vested and accrued disability pension of the member as determined on August .
31, 2017.

(d) Payments of the amounts descrzbed by [Neﬁﬁths%aﬂdiﬁg—Subseeﬁen—ée)—ef—ﬂﬁs—see-

abthﬁ—reﬁrement—w&der] Subsectlon (c)(3) of this sectlon are [is] contmgent on the cxty’s

contmumg payment of c1ty serv1ce mcentwe pay to Group A members on actlve semce

[Fe

(e) If a Group B [A] member’s applzcatwn for a Group B dzsabtllty pension has been
approved by the board under Section 6.03 of this article, anludmg any procedures
adopted under that sectlon, the Group B member may elect to receive a Group B disabil-
ity pension calculated in the manner descnbed by Subsectwn (f) or (f 1) of thzs sectzon,
sub_]ect to Subsectwn (g) of thzs sectzon abil during-th fo

adjustment].
(f) Subject to Subsections (f-1), (~3), and (g) of this section, the disability pension of a
Group B member shall be calculated as follows:

(1) fora member who began active service before March 1, 2011, the members disabil-
ity pension shall be the sum of:

(A) the member’s number of years of pension service earned before September 1, 2017,
prorated for fractional years, times three percent of the average computation pay
determined over the 36 consecutive months of pension service in which the member
received the highest computation pay; plus

(B) the number of years of pension service, including pension service credit imputed
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under Section 6.05(c) of this article, earned on or after September 1, 2017, prorated for
fractional years, times the applicable percentage prescribed by Section 6.02(b-1) of this
article of the average computation pay determined over the 60 consecutive months of pen-
sion service in which the member received the highest computation pay; or

(2) for a member who began active service on or after March 1, 2011, the member’s dis-
ability pension shall be the number of years of pension service, including pension service
credit imputed under Section 6.05(c) of this article, prorated for fractional years, times
2.5 percent of the average computation pay determined over the 60 consecutive months of
pension service in which the member received the highest computation pay.

(f~1) Notwithstanding Subsection (f) of this section, for a Group B member who had 34
or more years of pension service as of April 30, 1990, the member is entitled to receive the
greater of a disability pension calculated under the terms of Plan B in effect on April 30,
1990, or calculated under Subsection (f) of this section.

(f~2) For purposes of Subsections (f) and (f-1) of this section:

(1) any partial year of pension service for a Group B member’s first 20 years of pension
service is counted as a full year of pension service, if the member was considered by the
member’s department to have worked a normal full-time schedule at the time of the dis-
ability;

(2) if the member has less than 36 or 60 consecutive months of pension service, as ap-
Dlicable, the member’s average computation pay will be computed based on the members
entire pension service; and

(3) days during which the member earned no pension service due to a termination of
active service or otherwise must be disregarded in determining the 36 or 60 consecutive
months of highest computation pay.

(f-3) The disability pension calculated under Subsection (f) or (f-1) of this section may
not exceed the greater of:

(1) 90 percent of the member’s average computation pay determined under the ap-
plicable subsection; or

(2) the vested and accrued dzsabzltty penszon of the member as determmed on August
31 2017 [Payme "

(g) The disability pension calculated in accordance with this section, including both a
Group A benefit described by Subsection (a) of this section and a Group B benefit described
by Subsection (f) of this section, shall be reduced dollar-for-dollar by any monthly dis-
ability compensation benefit received under Section 6.05 of this article. If the monthly dis-
ability compensation benefit provided to a member under Section 6.05 of this article
equals or exceeds any benefit the member is entitled to under this section or Section
6 01 (b) or (c) of thts arttcle the member may not receive the beneﬁt under thzs section [Fer

SECTION 1.33. The headmg to Sectmn 6.05, Article 6243a-1, Rev15ed Statutes, is
amended to read as follows:

Sec. 6.05. COMPENSATION BENEFITS FOR SERVICE-CONNECTED [GAEGBEA-
TION-OF-GROUP-B] DISABILITY [BENEFITS].

SECTION 1.34. Section 6.05, Article 6243a-1, Revised Statutes, is amended by
amending Subsections (a), (b), and (¢) and adding Subsection (b-1) to read as follows:

(a) If a member leaves active service at any time due to disability and the board
determines that the member with the disability became unable to perform the member’s
duties with the member’s department due to an injury or sickness incurred in the perfor-
mance of the member’s duties, the member is entztled to penodzc dzsabzlzty compensatlon
beneﬁts in accordance wzth thzs sectzon [ PO mberis-applieationfors P
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() Subject to Subsection (b 1) [H] a Group A [B] member whose disability, as
determined by the board, was caused by an injury or sickness incurred in the perfor-
mance of the member’s duty shall receive a monthly benefit equal to 60 percent of the
member’s base pay. For purposes of this subsection, “base pay” is the amount in effect on
the date compensation benefits under this section are to begin, without subsequent
adjustment.

(b-1) Instead of receiving a periodic dzsabzlzty compensation benefit under Subsectwn
(b) of this section, a Group A member who is entitled to periodic disability compensation
benefits under this section may elect, before the benefits begin, to receive those benefits as
a monthly benefit equal to 50 percent of the member’s base pay adjusted from time to time
to reflect changes in base pay that occur after the member began recewmg a monthly
compensatwn beneﬁt under thzs sectton beeomes—diss dx he-performanee-of-th

(e) A [ isabili i ] Group B member whose disability, as
determined by the board, was caused by an injury or sickness incurred in the perfor-
mance of the member’s duty shall receive a monthly benefit equal to the disability pension
under Sections 6.04(P), (f-1), (f-2), and (f-3) of this article except that if the member:

(1) does not have 20 years of pension service, the member ig considered to have 20 years
of pension service for the purposes of calculating the disability pension under that section;
and

(2) has less than 86 or 60 consecutive months, as applicable, of employment with the
department, the member’s average computation pay will be computed based on all the
member’s computation pay, and days during which the member earned no pension service
due to a termination of active service or otherwise must be disregarded in determining ei-
ther the 36 or 60 consecutwe months of thhest computatwn pay [doesnot-result-during

SECTION 1.35. Section 6. 05(d) Article 6243a-1, Revised Statutes, is rede31gnated as
Section 6.055, Article 6243a-1, Revised Statutes, and amended to read as follows:

Sec. 6.055. REDUCTION IN DISABILITY OR COMPENSATION BENEFITS FOR
CERTAIN PERSONS. (a) In this section, “earned income” means income earned by a
Group B pensioner in the form of wages, salaries, commissions, fees, tips, unemployment
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benefits, and other amounts received by virtue of employment or self-employment but paid
before any deduction for taxes or insurance. In addition, earned income also includes
those amounts contributed on a before-tax basis to any retirement plan or employee
health and welfare benefit plan.

(b) [¢d)] The board shall require any Group B pensioner who became a member of
Plan B or the combined penslon plan on or after May 1, 1990, and who is receiving a
Group B disability pension under Section 6.04 of this artzcle or a periodic disability
compensation under Section 6.05 of this article [in-aceordance-with-Subsection(b}-or-(e)
of-this-seetien] to provide the board annually, on or before July 1 May-1] of each year,
with a true and complete copy of those portions of the person’s federal and, if applicable,
state tax return, including appropriate schedules, for the previous calendar year that
indicate the person’s occupations, if any, and earned income for the previous calendar
year. If the pensioner did not file a tax return for the previous calendar year, the board
may require other documentation reflecting the pensioner’s occupation or earned income
that the board determines appropriate.

(¢c) The pension system [Hewever—the—beard] may waive the July 1 [May3] date under
Subsection (b) of this section in lieu of one later in the same calendar year if the Group B
pensioner provides the board with a true and complete copy of a grant of an extension of
time for the filing of the person’s tax return from the appropriate governmental agency
or a true and complete copy of an extension request that results in any automatic
extension.

(d) 1If, after evaluatmg the mformatwn received under Subsection (b) of this section, the
- board finds the Group B pensioner is or has been receiving earned income from one or
more employments, including self-employment, during the preceding year, the board
shall reduce future disability retirement (pensien] payments to the Group B pensioner in
accordance with the following formula: $1 for each $1 that the sum of “a” + “b” is greater
than “c,” where “a” is the earned income of the Group B pensioner attributable to the
previous calendar year from the person’s employments, “b” is the total amount of Group
B disability retirement payments [pensien] received by the Group B pensioner the previ-
ous calendar year, and “c” is the annualized amount of the average computation pay the
- Group B pensioner received as of the date the person left active service.

(e) For purposes of the [this] computation under Subsection (d) of this section, the
average computation pay shall be deemed increased at a rate of 2.75 percent [effour
], without compounding during the year, as of each January 1

that the Group B pensioner receives a Group B disability retirement payment [pensien].

SECTION 1.36. Section 6.06, Article 6243a-1, Revised Statutes, is amended by
amending Subsections (b), (e), (D, (g), (h), §), (k), (1), (m), (n), (v), (p), (q), (r), and (t) and
adding Subsections (e-1), (e-2), (j—1), (0—1), (0-2), (u), and (v) to read as follows:

(b) A written application for benefits must be filed with the executive director
[administeater].

(e) If [the—gqualified] surviving children of a primary party are not qualified survivors
entitled to death beneﬁts, the [quahﬁe&—swvmg] spouse of the primary party who is a
qualified survivor is entitled only to receive a share of the death benefits in the amount
calculated under Section 6.07(a) [ex£b)] or Section 6.08(b)(1), (¢)(1), (d)(1), or (e)(1) of this
article, whichever is applicable, and is not entitled to what otherwise would be the
[qualified] surviving children’s share.

(e-1) If a primary party had [there-is] no [qualifying] surviving spouse, any [qualified]
surviving child who is a qualified survivor [ehildrer] shall receive only the amount
calculated under Section 6.07(a) [er-b)] or Section 6.08(b)(2), (c)(2), (d)(2), or (e)(2) of this
article, whichever is applicable, and is [are] not entitled to what otherwise would be the

[qualified] surviving spouse’s share,
{e-2) If a primary party does not have a [t-here—m—ne—q&ahﬁed—swmag] spouse or
[qﬁahﬁed—eﬂrmﬁg] children who are qualified survwors, any [qua:h—ﬁed] dependent par-

ent of the primary party who is a qualified survivor shall receive only the amount
calculated under Section 6.07(c) or Section 6.08(b)(3), (d)(8), or (e)(3) of this article,
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whichever is applicable, and is not entitled to what otherwise would be the [qualified]
surviving spouse’s or [qualified] surviving children’s share.

(f) The total monthly death benefits [benefit] received by the qualified survivors of a
primary party under this article, including the primary party’s [sarviving] spouse, [queli-
fied-surviving| children, or [qualified] dependent parents, [parent] may not exceed the
pension to which the deceased primary party was entitled per month.

(g) If there is no surviving spouse or legal guardian for the [qualified] surviving chil-
dren of a primary party who are qualified survivors and if the board determines that the
[ ] surviving children lack the discretion to handle money, or in other appropri-
ate circumstances, notwithstanding any other provision of this section, the board may
request a court of competent Jjurisdiction to appoint a suitable person to receive and
administer the [gualified] surviving children’s money or in those circumstances described
in Subsection (n) of this section, appoint a new trustee to administer the [qualified]
surviving children’s [suppert] trust.

(h) With the exception of a [suppert] trust described in Subsection (n) of this section,
no death benefits awarded to [qualified] surv1v1ng children may be used for any purpose
other tha.n to beneﬁt the [quahﬁed surv1v1ng chlldren [@he—beard—may—mt—hheld—pay-

() With the exceptlon of those circumstances descnbed in Subsectlon (n) of this sec-
tion, death benefits payable [paid] to [qualified] surviving children iving-with-a-persen
] shall be delivered to the legal guardian of the estate of

the surviving children if one has been appointed and the pension system has been provided
proof of the appointment. If no legal guardian has been appomted death benefits shall be
delwered to one of the followmg persons, provzded there is evzdence that the person is
‘the—pe-rsen—as—bemg] a su1table person to receive and admlmster the beneﬁts

(1) the surviving spouse with whom the child resides; or

(2) the adult head of the household with whom the child resides, if the child does not
reside with the surviving spouse.

(-1 In accordance with Subsection (h) of this section, the recipient of a surviving
child’s death benefits under Subsection (j) of this section must use the death benefits to
benefit the child. The board may[;-kewever;]] withhold payment of benefits to anyone, if
presented wzth evtdence that the death beneﬁts are not bemg used to beneﬁt the survwmg
chtld by ta VD

(k) Dependent [%e—q-&&l—rﬁed—s&rv&vmg—&epen&ent] parents of a primary party
[member] who are entitled to receive death [any-surviver] benefits provided by this
article may only receive the benefits for the remainder of the dependent parents’ [their]
lives.

(1) The pension system [bea-ré] may reqmre all qualtﬁed survwors [persens] rece1v1ng
death beneﬁts[ including fie ] S hild 0
o arid-¢ %] tO ﬁle [W‘l‘ﬁh"t‘he’ﬁdﬁdﬂiﬂﬂa'

ter—at—leaet—ence—every—hve—years—] a sworn statement wzth the executive director concern-
ing the qualified survivor’s [their] eligibility to continue to receive death benefits at least
once every two years, or at any other time the executive director considers a sworn state-
ment to be approprtate to evzdence the contznued eltgzbzltty of the quahﬁed survivor, [lPhe

aﬂy—t-lme—] The board may w1thhold death beneﬁts from a.ny person who fa_lls or refuses
to file a statement when requested to do so.

(m) When the last qualified surviver of any primary party becomes ineligible to
continue to receive death benefits, [that-surviver-shall-be-paid-in-altump-sum| an amount
equal to the excess [differenee], 1f any, of [between)] the total amount of all contributions
made to the fund by the primary party while a member over [;-and] the sum of all
benefits paid to the primary party and all of the primary party’s [his] qualified survivors
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shall be paid in a lump sum to the last person to receive benefits as a qualified survivor
or; if none exists, to the member’s designee. The total amount to be paid in benefits to the
primary party and all qualified survivors shall never be less than the total amount of
contributions the primary party made to the fund while a member.

(n) Notwithstanding any other provision of this section:

(1) [] death benefits awarded to an unmarried child who is a qualified survivor

] who is determined by the board to be disabled

[handieapped] under the terms of Subsection (0-2) [¢e)] of this section may be paid to the

trustee of a management trust, supplemental needs or special needs trust, or comparable

trust [Sﬂppeft—truet] established for the benefit of the child, if the trust meets the require-

ments set forth in a procedure adopted from time to time by the board [qualified-surviv-
ing-child-if

regulations-governing-the-situation]; and
(2) as soon as practicable after the pension system has knowledge of an event listed in
this subdivision, the pension system shall terminate payment of death benefits to a

[(4)—thesuppert] trust described by Subdivision (1) of this subsection effective [wilt
terminate-as-seon-as-praetieable] on the earlier occurrence of the following events:

(A) the date as of [en] which the [quslified-surviving] child is determined by the board
to no longer be disabled [handieapped] under the terms of this section;

(B) the date on which the [qualified-surviving] child is lawfully married;
(C) the date on which the [qualified-surviving] child is deceased;

(D) the date on which the pension system becomes aware that the assets of the [sup-
port] trust are deemed to be the resources of the child under applicable federal or state
laws or regulations; or

(E) if lunless—otherwise-exeused-by-thebeard;] the trustee of the child’s [suppert]
trust fails to provide a court of competent jurisdiction [thebeard] with an annual ac-
counting of the child’s trust, the date occurring [within] six months after the date of the
close of the [suppoert] trust’s fiscal year.

(o) When a child who, as a qualified survivor, [Sﬂfﬁ\ﬁﬁg—ehﬂd—whe] is entitled to
receive death benefits under this article reaches the age of 19, the [qualifiedsurviving]
child may no longer participate in the division of the benefits, but the same undiminished
[Qﬁa}rﬁed—smmng] child’s share as determined by this section shall be pald to any
remaining [qualified-surviving] children who are qualified survivors who remain eligible
to continue to receive death benefits.

(0-1) If benefits are no longer payable to the trust described in Subsection (n)(1) of this
section in accordance with Subsection (n)(2) of this section, the benefits are divisible and
payable to any remaining children who are qualified survivors who remain eligible to
receive death benefits.

(0~2) If an unmarried child [unde:

ment to death beneﬁts [(]because of attamment of age 19[)—b&t—befere—age—2v3] becomes
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disabled before age 23 [handieapped], the child is entitled to participate in the division of
death benefits under this article. Notwithstanding the preceding, all death benefits
granted under this subsection are conditioned on the board finding that:

(1) the [gualified-surviving] child is so physically or mentally disabled 1,
either congenitally or through injury suffered or disease contracted, as to be unable to be
self-supporting or to secure and hold gainful employment or pursue an occupation;

(2) the [qualifiedsurviving] child is not married;
(3) the dzsabzhty [handieap] was not the result of an occupational injury for which the
] child received compensation equal to or greater than that provided
under this article;

(4) the disability [kandieap] was not the result of an intentional self-inflicted injury or
a chronic illness itself resulting from an addiction of the [gqualified—surviving] child
through a protracted course of [rereeereed] indulgence in alcohol, narcotics, or other
substance abuse that was not coerced; and

(5) the disability (handieap] did not occur as a result of the [qualified-surviving]

child’s participation in the commission of a felony.

(p) If a [handieapped-qus surviving] child with a dzsabzhty received or i8 receiv-
ing workers’ compensatlon resultmg from an occupational injury equal to an amount less
than the death benefit to be provided under this section, the difference shall be paid out
of the assets of the fund in the form otherwise payable as monthly benefits. For purposes
of Subsections [Subseetion] (0), (0~1), and (0-2) of this section, if a lump sum is awarded
for an injury, the fund’s actuary may compute a corresponding monthly equivalent. A
finding relating to a [qualified-surviving] child’s disability [handieap] is subject to

periodic review and modification by the board.

“{q) On the death or marriage of a [gqualifiedsurviving] child granted death benefits
under this article, the death benefits shall cease being paid to that child; however, the
same undiminished [gualifiedsurviving] child’s share as determined by this section shall
be uniformly distributed among any remaining unmarried [quealified-surviving] children
who are:

(1) under 19 years of age; or

(2) disabled [and arried i ; Hdren-w o seapped] as
described by Subsectlon (0-2) [(e—)] of thls sectmn and entztled to death beneﬁts as quali-
fied survivors,

(r) A spouse of a primary party who married the primary party [resulting-fromrany
marrage m nstoner] after the date the pnmary party terminated
' [metnber—er—pensiener—leaves] actlve service is not a qualified survivor [surviving-spouse]
and is [met] entitled only to those death benefits, if applicable, provzded under Section
6.063 of this article.

(t) A [guelified] surviving spouse who first remarried on or after April 21, 1988, is
eligible to receive death benefits for the remainder of the [qualified-surviving] spouse’s
life provided the surviving spouse is a qualified survivor. This subsection may not be ap-
plied retroactively.

(u) The eligibility of a surviving spouse who first remarried before April 21, 1988, is
governed by Section 6.061 of this article.

(v) The qualified survivors of a member who dies while performing qualified military
service gre entitled to any additional benefits, other than benefits relating to the qualified
military service, that qualified survivors would have received if the member had returned
from qualified military service the day before death, resumed employment, and then died.

SECTION 1.37. Part 6, Article 6243a-1, Revised Statutes, is amended by adding
Sections 6.061, 6.062, 6. 063 and 6.064 to read as follows:

Sec. 6.061. PROSPECTIVE REINSTATEMENT OF CERTAIN DEATH BENEFITS.
(@) Subject to Subsection (c) of this section, the surviving spouse of a primary party who
was a member of the old plan, Plan A, or Plan B whose death benefits, also referred to as
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“survivor benefits” or “widow benefits,” terminated because of a remarriage of the surviv-
ing spouse that occurred before April 21, 1988, is entitled to receive death benefits, on a
prospective basis only, as of the first day of the month following the month in which the
executive director receives the application. )

(b) The board shall make reasonable efforts to notify all known living surviving spouses
who may be entitled to a reinstatement of benefits under this section.

(¢c) A surviving spouse’s properly completed, board-approved application for reinstate-
ment of death benefits under this section must be received by the executive director not
later than the 180th day after the date the board completes, as determined by the board,
the reasonable efforts required by Subsection (b) of this section.

(d) A surviving spouse’s application for reinstatement of death benefits under this sec-
tion constitutes the spouse’s waiver of any claims against the pension system, the board,
the executive director, or any other employee of the board or the pension system arising
out of any claim for death benefits.

(e) This section may not be applied retroactively. A surviving spouse may not receive
death benefits attributable to periods before the executive director’s receipt of a properly
completed and board-approved application, and any benefit provided to a surviving
spouse described in this section must be calculated as if the benefits had not terminated
on the surviving spouse’s remarriage notwithstanding the fact the reinstatement of benefits
is not retroactive.

Sec. 6.062. LUMP-SUM PAYMENT ON DEATH OF CERTAIN MEMBERS. (o) If an
unmarried member dies while on active service and before beginning participation in
DROP, the last person to receive benefits as the member’s qualified survivor or, if the
member does not have a qualified survivor living, the member’s designee, shall be paid a
lump-sum payment determined in accordance with this section if, at the time of the
member’s death, the member: '

(1) had no qualified survivors; or

(2) only had qualified survivors who are children who become ineligible to receive
death benefits before the benefits were paid for at least 120 consecutive months.

(b) The amount of the lump-sum payment under this section is the greater of:
(1) the payment that could have been provided under Section 6.06(m) of this article; or
(2) an amount equal to the actuarial equivalent of the remainder of the monthly benefits

that would have been paid for the period from the last monthly benefit payment to the
end of the 120 months, starting with the date of the first monthly benefit payment, if any.

(¢) If no death benefit payments have been made with respect to the member, the amount
of a monthly death benefit payment shall be considered to be the monthly death benefit
that would have been paid if the member had died leaving only one dependent parent
who was a qualified survivor.

(d) If a qualified survivor or designee is entitled to payment under both this section
and Section 6.06(m) of this article, payments shall be made only under this section.

(e) The payment required under this section shall be made as soon as practicable after
the later of the date: -

(1) of the death of the member; or

(2) the last qualified survivor becomes in’eligible to receive monthly death benefit
payments. . .

Sec. 6.063. AUTHORITY TO ELECT CERTAIN ACTUARIALLY REDUCED
BENEFITS. (a) The board shall adopt policies under which a member who is leaving ac-
tive service or a pensioner may elect to accept actuarially reduced benefits to provide the
following optional benefits:

(1) a 100 percent joint and survivor annuity with the member’s or pensioner’s spouse;

(2) a 50 percent joint and survivor annuity with a spouse who is not a qualified survivor
because the marriage to the pensioner occurred after the pensioner terminated active ser-
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vice, provided the election is made not later than one year after the date of the marriage;
or

(3) a death benefit for a child who is not a qualified survivor because the child was
born or adopted after the member left active service, but only if the child:

(A) is a dependent of the pensioner, within the meaning of Section 152(a)(1) of the code;
and

(B) has not attained 18 years of age at the time of the election.

(b) An election under this section may not be revoked by the member or pensioner after
it is filed with the pension system.

(¢) Notwithstanding any other provision of this article, an election under this section
shall result in benefits being paid as prescribed by this section instead of as prescribed by
Section 6.01, 6.02, 6.04, 6.05, 6.07, or 6.08 of this article, as applicable.

(d) A pensioner who desires to make an election under Subsection (a)(1) of this section
after having made an election under Subsection (a)(2) of this section shall incur a second
actuarial reduction in benefits to pay for the increased survivor annuity.

(e) Except as provided by Subsection () of this section, a person is not entitled to the
payment of benefits under this section with respect to a pensioner who makes an election
ofter termination of active service and dies within one year after making the election,
except the amount by which the pensioner’s benefits were reduced are paid to the person
who is entitled to receive payments under Section 6.064 of this article.

(f) Subsection (e) of this section does not apply to a person who makes an election
under Subsection (a)(1) of this section to receive a 100 percent joint and survivor annuity
with a spouse who is a qualified survivor at the time:

(1) the board grants a retirement pension; or

(2) a retirement pension would have been granted but for the fact that the person
elected to participate in DROP after retirement.

(8) The actuarially reduced benefits being paid to the pensioner under this section will
not be increased if the spouse dies before the pensioner; or if the child attains 19 years of
age before the pensioner dies.

(h) The joint and survivor annuity or the pensioner’s pension and child’s death benefit
payable under this section is the actuarial equivalent of the pension and death benefits, if
any, that would have been payable, at the time of the election, if the election had not been
made. On the death of the pensioner:

(1) the surviving spouse of a pensioner who made an election under Subsection (a)(1) of
this section receives a pensiqn that is equal to the reduced pension being received by the
pensioner at the time of death; and

(2) a surviving spouse who is not a qualified survivor of a pensioner who made an elec-
tion under Subsection (a)(2) of this section receives a pension that is 50 percent of the
reduced pension being received by the pensioner at the time of death.

(i) A pensioner and surviving spouse receiving a death benefit payable under this sec-
tion are eligible for adjustments under Sections 6.12 and 6.13 of this article, if the
pensioner or surviving spouse, as applicable, is otherwise entitled to those adjustments,
except that in each case the adjustment shall be calculated so that the total pension or
death benefit paid is reduced by the same percentage the pensioner’s pension is otherwise
reduced under this section.

(i) ‘A pensioner and surviving spouse receiving a death benefit payable under this sec-
tion are not entitled to the minimum benefits provided under Section 6.10A, 6.10B, or
6.11 of this article.

(k) A surviving spouse receiving a death benefit payable under this section is not
entitled to the special death benefit provided under Section 6.09 of this article.

(D) During a period in which there are two or more qualified survivors of a member
who has made a joint and survivor annuity election under this section, the spousal benefit
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will be divided among the eligible survivors under Section 6.07 or 6.08 of this article, as
applicable.

(m) A child’s death benefit elected under Subsection (a)(3) of this section is treated the
same way as a death benefit to a child who is a qualified survivor, except that it is based
on the actuarially reduced pension.

Sec. 6.064. DESIGNEES. (a) A member, pensioner, or qualified survivor may at any
time designate, in writing, one or more persons as a designee to receive any lump-sum
payment due from the pension system on the death of the member; pensioner; or qualified
survivor, as applicable.

(b) A designation under this section of a person other than the spouse of the member,
pensioner, or qualified survivor, as appropriate, must be made with the written consent of
the spouse, if the individual has a spouse.

(c) A designation made under this section:
(1) may be revoked or changed at any time; and

(2) is void if the person designated dies or goes out of existence before the payment is
made.

(d) If a member, pensz:oner; or qualified survivor designates a spouse to receive a pay-
ment and the parties are later divorced, the designation is void at the time of the divorce
unless ratified in writing at the time of the divorce or after that time.

(e) A designation by a member under this section is void at the time the member
becomes a pensioner unless ratified in writing at the time the member becomes a pensioner
or after that time.

(P If a member, pensioner, or qualified survivor does not have a valid designee on file
with the pension system at the time of death, the designee is:

(1) the spouse;

(2) the qualified survivors, if any, if there is no spouse;

(3) the estate of the person, if there is no spouse or qualified survivors; or

(4) the heirs of the person, if there is no spouse, qualified survivors, or estate.

SECTION 1.38. Sections 6.07, 6.08, 6.09, and 6.10A, Article 6243a-1, Revised
Statutes, are amended to read as follows:

Sec. 6.07. GROUP A DEATH BENEFITS. (a)(1) If a Group A member dies before
leavmg active service [retirement] and before the Group A member had [has] 20 years of
pension service, the Group A member’s [le&vm«g—bet—h—a—q-u-ahﬁed—s&rﬁﬁﬂg] spouse and
[quatified-surviving] children who are [the] qualified [
e}eeﬁen—fer-aﬂ] survivors shall in the aggregate [to] receive a Group A death benefit

eonatsting ; prega p—amount] equal to a Group A retirement pension

POTP : : roup—2] member dies before service retire-
ment and after the Group A member has [er—fermer-Greup—A—member—has] 20 years of
pension service, the Group A member’s [leaving-both-a—qualified-surviving] spouse and
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[qualified-sarviving] childrenl;] who are [the] qualified [surviving speuse-shall-makean
eleetion—for-all] survivors shall, in the aggregate, [te] receive a Group A death benefit

calculated under Sectzon 6 01 of thzs artzcle as lf the Group A member [

ehﬂdren]

(3) If a Group A pensioner dies during service retirement,. the Group A pensioner’s
spouse and children who are qualified.survivors shall, in the aggregate, receive a Group
A death benefit in an amount equal to the Group A retirement pension bemg received by
the Group A pensioner on the date of the pensioner’s death.

(4) If a Group A pensioner dies after November 25, 1996, while receiving periodic dis-
ability compensation under Section 6.05 of this article or a disability pension under Sec-
tion 6.04 of this article, and before the Group A pensioner has 20 years of pension service,
the Group A pensioner’s spouse and children who are qualified survivors shall, in the ag-
gregate, receive a Group A death benefit calculated under Section 6.04 or 6.05 of this
article, as applicable, in the same manner as the Group A pensioner’s periodic disability
compensation or disability pension, but as if the Group A pensioner had completed 20
years of pension service.

(5) ()] If a Group A pensioner who has 20 or more years of pension service dies
during dtsabtltty retirement, the Group A penstoner’s spouse and chtldren who are qualz-
ﬁed survivors shall m the aggregate : : oth-a-qualified-surviving-spouse-an

] receive a Group A death beneﬂt in an [‘bhe] amount equal to [eﬂ the Group
A dzsabzltty [retirement] pension being received by the Group A pensioner on the date of
the pensioner’s death.

(b) [before-the—persen’s-death—This] Group A death benefits under Subsection (a) of
this section [berefit] shall:

(1) be divided one-half to the [qua:hﬁed—-su-mng] spouse and one-half to the [quah-
fied-surviving| children who are qualified survivors; and [3]

(2) subject to [éB-)—Wrﬁh] the terms of Sections [exeep%ten—ef—&heee—eh*e&ms%m&ees
] 6.06(n), (o), (0~1), and (0-2) of this article, be distributed in an
equal and umform manner to the chlldren descrzbed by Subdwwwn (n of thzs subsectzon

(©) [(e)(—l—)] Ifa Group A member or pensioner [foermer-Group-A-member] dies leavmg no

qu&hﬁed—sﬁrwwﬁg] spouse or [q&a:h-ﬁed—sumwng] ch1ldren who are qualzﬁed survwors,

survwmg] dependent parents who are qualzﬁed survivors shall [may—eleeﬁ—ﬁe] receive a
Group A death benefit equal to the death benefit otherwise payable under Subsection (a)
of this section. The death benefit payable to the dependent parents under this subsection
shall be divided equally between the parents regardless of whether the parents are mar-

rLed or lwmg at the same reszdence [ out
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6] If there is only one [qualified-surviving] dependent parent, that [the] parent is
entitled to one-half of the death benefit described in [ameunt-determined-under-Subsee-
tion—{e)D-erte}(3)-of] this subsection [seetion].

Sec. 6.08. GROUP B DEATH BENEFITS. (a) If a Group B member dies while on ac-
tive service, a [fermer] Group B member who left active service and is vested under Sec-
tion 5.06 of this article dies, or a Group B pensioner dies while receiving [en] service or
disability retirement or while receiving periodic disability compensation under Section
6.05 of this article, the person’s qualified survivors, or the person described in Section
6 06(g) or (]) of thzs artwle as the reczpzent of the chzldren s beneﬁts [guardian-of-the

surviving : 6 g xigta], may make applica-

] Group B member was prevmusly ehgxble to
elect whether to receive either a Group A or Group B retirement pension, the option to
elect whether Group A or Group B death benefits are received shall be exercised by one of
the following:

(1) a qualified survivor who is the spouse of the deceased Group B member described
by this subsection;

(2) the person described in Section 6.06(g) or (j) of this article as the recipient of
benefits on behalf of the deceased member’s children who are qualified survivors, if no
spouse is a qualified survivor; or

(3) the qualified survivors who are dependent parents of the deceased member, if there
is neither a spouse nor children who are qualified survivors.

(a-1) A qualified survivor who receives Group A death beneflts under Subsection (a) of
this section [subseetion] is entitled to a ratable portion of a reimbursement from the
- fund in the same amount and manner determined under Section 5,03(d) of this article. A
qualified survivor or guardian desiring a refund of excess contributions must make ap-
plication for the refund with the executive director [administrater] within three years af-
ter the date the qualified survivor or guardian makes application for Group A death
benefits. The option contained in this subsection is not available to qualified survivors of
a Group B member [er—fermer—Gfeﬂp—B—member] who had, at the time of death, already
applied for a retirement pension and selected a Group A retirement pension as provided
by Section 5.03(c) or (c-1) of this article, but the qualified survivors are entitled to
receive a Group A death benefit.

(b) Subject to Subsection (b-2) of this section, death {Pesath] benefits shall be computed
as follows for the qualified survivors of Group B members who die while on active
service:

(1) the [A-qualified-surviving-spouse’s-Group-B] death benefit of a qualified survivor

who is the spouse of a member who began active service:
(A) before March 1, 2011, shall be the sum of:

(i) the number of years of pension service earned before September 1, 2017, prorated for
fractional years, times 1.5 percent of the |
Greup—B—memberﬂe] average computation pay determined over the 36 [68] consecutive
months of pension service in which the Group B member received the highest computa-
tion pay; plus
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(ii) the number of |
it} o Zad

] years of pens1on serv1ce, anludmg penswn service crest zmputed
under Section 6.05(c) of this article, after September 1, 2017, prorated for fractional
years, times the applicable percentage rate set forth below [assamed—er—ae—pereeﬁt] of the
average computation pay determined over the 60 consecutive months of pension service
in which the Group B member received the highest computation pay:

Age of Member When Retirement Pension Begins Percent
58 and older 1.25%
57 1.2%

56 1.15%
55 1.10%
54 1.05%
53 and younger 1.0%; or

(B) on or after March 1, 2011, shall be the number of years of pension service, includ-
ing pension service imputed under Section 6.05(c) of this article, prorated for fractional
years, times 1.25 percent of the average computation. pay determined over the 60 consecu-
tive months of pension service in which the Group B member received the highest computa-
tion pay;

(2) the death benefit of qualified survivors who are a member’s children shall be
computed in the same manner as a spouse’s benefit is computed under Subdivision (1)(A)
or (B) of this subsection, as applicable, and shall be divided equally among all of the chil-
dren who are qualified survivors; and

(3) the death benefit of each qualified survivor who is a member’s dependent parent
shall be computed in the same manner as a spouse’s Group B benefit is computed under
Subdivision (1)(A) or (B) of this subsection, as applicable.

(b—1) Pension service for purposes of the calculation under Subsection (b) of this section
may not be less than 20 years. Any partial year of pension service for the first 20 years of
pension service is counted as a full year of pension service, if the member was considered
by the member’s department to have worked a normal full-time schedule at the time of the
member’s death.

(b—2) The death benefit calculated under Subsection (b) of this section may not exceed
the greater of:

(1) 45 [acomputationTfor top—serviee;or—48] percent of the member’s
average computatlon pay determmed over the 36 or 60 consecutive months, as ap-
plicable, in which the Group B member received the highest computation pay; or

(2) the vested and accrued death benefit as determined on August 31, 2017,
(b-8) For purposes of Subsections (b) through (b-2) of this section:

(1) if [H] the Group B member had less than 36 or 60 consecutive months, as ap-
Dplicable, [five—years] of pension service, the average computation pay will be computed
based on the person’s entire pension service; and

(2) days during which the member earned no pension service due to a termination of
active service or otherwise must be disregarded in determining the 36 or 60 consecutive
months of hzghest computatwn pay.

(c) Group B death benefits shall be computed as follows for the qualified survivors of
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any [former] Group B member who died after leaving active service and who had vested
rights under Section 5.06 of this article but who had not received [Greup-B] retirement
benefits [under-Seetion6-03-of this-artiele] at the time of death:

(1) the death benefit of a [Thel qualified survivor who is the member’s [surviving]
spouse [ef-the-former-Group-B-member] is [ertt—rbled—te—a—G—retrp—B—dea%h—beneﬁﬂ equal to
50 percent of any [GreupB] retirement pension the [former-Greup-B] member would
have been entitled to [uﬁ&er—Seeﬁen-G-G-Z—ef—bhas—arﬁele] ‘as of the date the [former-Greup
B] member left active service;[:]

(2) the death benefits of [The] qualified survivors who are the member’s. [surviving]
children [ef—bhe—foﬁa&er—Gfeﬁp—B—member] are [entitled-to-a—GroupB-benefit] calculated
in the same manner as the spouses beneﬁt is computed under Subdivision (1) of this
subsection [Greup-B-deathbe ref] a-qualiffedsy g ase], to be divided equally
between the [q-uahﬁed—s&mwng] ch11dren, andl[:]

(3) the death benefit of each [Beeh-ofthe] qualified survivor who is the member’s
[surviving] dependent parent [parents-ofthe-former-Group-B-member| is [entitled-to=a

] equal to 50 percent of any [Greup-B] retlrement pension the [fer-
mer-Group-B] member would have been entitled to [
of-this-artiele] as of the date the [former-Greup-B] member left active service.

(d) Group B death benefits shall be computed as follows for the qualified survivors of
any Group B pensioner [ef-this-plar] who dies while receiving service [e-Group-B] retire-
ment [pensien]:

(1) the death benefit of a [The] quahﬁed [sursaving] survivor who is the pensioner’s
spouse [ef—a—Gfeﬁp—B—pensmﬁer] is [en-ttt-}ed—te—G—ro&p—B—de&trh—beneﬁ%s] equal to 50

percent of any retirement pension the Group B pensioner was receiving at the time of
death, 5]

(2) the death benefits of qualified survivors who are the pensioner’s [The—qualified
surviving| children [ e{—‘—a—G-reﬁp—B—pensiener] are [eﬁeiﬁed—te—a—Greup—B-&ea%h—beﬁeﬁt]

calculated in the same manner as the spouse s beneﬁt is computed under Subdivision (1)
of this subsection [Grewp : VIV ouse], to be divided

equally between the [ qﬂahﬁed—surﬁwng] chlldren, and[]
(3) the death benefit of each [Bach—of-the] qualified survivor who is the pensioner’s

[surviving] dependent parent [pafents—ef—a—Greup—B—peﬁswner] is [enﬁ%}ed—{ee—a—Grreup—B
death-benefit] equal to 50 percent of any retirerment pension the Group B pensioner was
receiving at the time of death.

(e) Group B death benefits shall be computed as follows for the qualified survivors of
any Group B pensioner who dies while receiving disability retirement or while receiving
perzodzc [a—G—reup—B] d18ab111ty compensatwn under Sectzon 6 05 of this article [pension

spouse[ef—t—h&Gr&up—B—-penswnerlls[ 2 e death-benefi
equal to 50 percent of any Group B periodic dzsabzlzty compensatzon or dlsablhty pension
the Group B pensioner would have been entitled to [under-Seetion-6:06-of this-artiele] as
of the date the Group B pensioner left active service because of disability, or a Group B
death benefit equal to 50 percent of any periodic disability compensation or [Greup—B]
disability pension the Group B pensioner was receiving at the time of death;[:]

(2) the death benefits of [Fhe] qualified survivors who are the pensioner’s [surviving]
children [ef—the—G—reup—B—penswner] are [enﬁ%}ed—te—a—e-reu-p—B—dea%h—beneﬁt] calculated
in the same manner as the spouse’s [Group-B-death] benefit is computed under Subdivi-
sion (1) of this subsection lef-aqualified-survivingspeuse], to be divided equally between
the [qualifiedsurviving] children; and[]

(8) the death benefit of each [Bach-of-the] qualified survivor who is the pensioner’s
[surviving] dependent parent [parents—ef-the-Group—B-pensioner] is [entitledteo-the

] equal to 50 percent of any periodic disability

compensation or disability pension the Group B pensioner would have been entitled to
[under-Seetion-6-06-of-this-article] as of the date the Group B pensioner left active ser-
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vice because of disability, or a Group B death benefit equal to 50 percent of any periodic
disability compensation or [Greup—B] disability pension the Group B pensioner was
receiving at the time of death.

Sec. 6.09. QUALIFIED SURVIVING SPOUSE SPECIAL DEATH BENEFIT (a) A
person who is the [Ne heta: g ; : 16l
surviving] spouse of a Group A prunary party, who isa quahﬁed survwor, and who is
entitled to death benefits under Sections 6.06, 6.061, 6.062, 6.063, and 6.07 of this article
is also entitled to a special death benefit under this section if:

(1) the Group A prlmary party

[(2)-the-Greup-A-primary-party-@)] had at least 20 years of pension service, [and] left
active service after October 1, 1985, and was at least 55 years of age on the earlier of the
date the primary party:

(i) left active service; or

(ii) began partzczpatzon in DROP [er—elder] or

least 20 years of pensxon semce, left actlve service on or aﬁ‘er May 31 2000 and on the
earlier of the date the primary party left active service or began participation in DROF,
[and] had a total of at least 78 [86] credits, with each year of pension service, prorated
for fractional years, equal to one credit and with each year of age, prorated for fractional
years, equal to one credit; or [and]

(2) the [(8)-the-qualifed-surviving] spouse has attained 56 years of age and there are
no [qualiffied-surviving] children who are qualified survivors eligible for death benefits.

(b) Until the requirements of Subsection (a) of this section are satisfied, a quahﬁed
survivor who is the spouse of a Group A primary party [survivingspeuse] shall receive a
Group A death benefit in accordance with Section 6.07 of this article.

(c) The special Group A death benefit under Subsection (a) of this section is calculated
based on the following formula;:

PxPxA +(PxC)+ D, where -

A = base pay at the time the Group A primary party began participation in DROP,
begins service retirement, dies, or becomes disabled, plus longevity pay, plus one-twelfth
of last-received city service incentive pay;

B = Group A primary party’s benefit calculated at the time the Group A primary party
began participation in DROP, begins service retirement, dies, or becomes disabled;

P = B/A (expressed as a percentage or a decimal);

C = the number of adaustments made to a Group A primary party’s [Greup-A] retire-
ment pension, disability pension, or periodic [GreupA] disability compensation, [pensier
under—Seeﬁen—G—O%&ﬁe—a-me}e] multiplied by the amount of the adjustments; and

= the number of adjustments made under this article to the [a—quahﬁed—suﬁwmg
spous&s] Group A death benefit of a spouse who is'a qualified survivor under Section
6.07 of this article, multiplied by the amount of the adjustments

(d) A person who is the [Netv band ee el a -
q&ahﬁed—sumw&g] spouse of a Group B pnmary party, who isa qualzﬂed aurvwon and
who is entitled to any death benefits under Sections 6.06, 6.061, 6.062, 6.063, and [er]
6.08 of this article is also entitled to a special beneﬁt under this sectmn if:
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[(2)the-CreupB-primary-party]:

(A) had at least 20 years of pension service, left active service after October 1, 1985,
and was at least 55 years of age at the earlier of the date the primary party left [timae-of
leaving] active service or began participation in DROP; or

(B) on or after May 31, 2000 [3;-3996)], [the-Greup-B-primary-party] left active service
or began participation in DROP, whichever was earlier, having a total of at least 78 [80]
credits, with each year of pension service, prorated for fractional years, equal to one
credit and with each year of age, determined at the time the Group B primary party left
active service or began participation in DROP, prorated for fractional years, equal to one
credit; or [and]

(2) {3 the [qualified-surviving] spouse has attained 55 years of age, and there are no
[quatifiedsurviving] children of the primary party who are qualified survivors.

(d-1) Until the requ1rements of Subsection (d) [€e}] of this section are satisfied, a
spouse who is a qualified survivor [survivingspeuse] may only receive a Group B death
benefit in accordance with Sections 6.06, 6.061, 6.062, 6.063, [6-68] and 6.08.[6-68)] of
this article. :

(e) The [This] special Group B death [surviver] benefit under Subsection (d) of this
section is calculated based on the following formula:

(PxPxA)+ (P x C) + D, where

A = average monthly computation pay at the time the Group B pnmary party begins
service retirement, dies, [er] becomes disabled, or begms partwlpatzon in DROP;

B = the Group B primary party’s benefit [Group ; ; gabil
pension] calculated at the time the Group B pnmary party begms partlczpatzon in
DROE, begins to receive service [er-disability] retirement, [er] dies, or becomes disabled;

P = B/A (expressed as a percentage or a decimal);

C = the number of post-retirement [pos%ret—rrement] ad_]ustments made to a Group B
primary party’s [Greup-B] retirement pension, disability pension, or periodic [Greup-B]
disability compensation [pensien—under-Seetion6:05-ef-this—artiele] multiplied by the
amount of the adjustments; and

D = the number of adjustments made to the [a—quahﬁed—eﬂmvmg—spmﬁe-e] Group B
death benefit of a qualified survivor who is the primary party’s spouse under Section 6.08

of this article multiplied by the amount of the adjustments.

Sec. 6.10A. MINIMUM BENEFITS TO CERTAIN GROUP A PRIMARY PARTIES
WHO WERE GROUP A OLD PLAN OR COMBINED PENSION PLAN MEMBERS]
AND THEIR QUALIFIED SURVIVORS (a) Except as prov1ded by Sectl.on 6.063 of this
article or Subsections (b) and (h) of this section and notwithstanding any benefit
computation and determination to the contrary contained in this article, the minimum
Group A benefits provided by this section shall be paid to any Group A primary party
who elects to receive a Group A retirement pension under Sections 6.01(b) and (c) of this
article, the old plan, or former Sectzon 14(a) of thzs artwle, or to the pnmary partys

before 50 years of age and the prn:nary party?s quahﬁed survivors are not entitled to the
[GreupA] minimum benefits specified under this section. An alternate payee is not
entitled to the Group A minimum benefits specified in this section.

(b) A Group A primary party who elects to receive a Group A retirement pension
under Sections 6.01(b) and (c) of this article, the old plan, or former Section 14(a) of this
article and who left active service with 20 or more years of pension service is entitled to
receive a mlmmum Group A retlrement pensmn of $2 200 [$-1—-599] a month [I-f—t—he
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(¢c) In the absence of children who are [A] quahﬁed survivors, a [ﬂtrmvmg] spouse who
is a qualified survivor of a Group A primary party who elected to receive a Group A
retirement pension under Sections 6.01(b) and (c¢) of this article, the old plan, or former
Section 14(a) of this article will receive a minimum monthly Group A death benefit of

$1,200 [$750).

(d) A spouse who is a qualified survivor [surviving-speuse] of a Group A primary party
who elected to receive a Group A retirement pension under Sections 6.01(b) and (c) of
this article, the old plan, or former Section 14(a) of this article will receive, if there are
children who are qualified survivors [S&Wt'ﬁﬁg—ehﬁdfen] a m1n1mum Group A death
beneﬁt of $1 100 [$7-69] a month [ : POHP
%hem—]

(e) In the abserice of a spouse who is a qualified survivor [sufvbvéﬁg-speuse] of a Group
A primary party who elected to receive a Group A retirement pension under Section [See-
tiens] 6.01(b), [and] (c), or (e) of this article, the old plan, or former Section 14(a) of this
article, the pnmary party’s children who are qualified survivors [surviving-ehildren], as a
group, will receive a minimum Group A death benefit of $1,100 [$%#58] a month, to be
divided equally among them.

® If there is neither a [Inthe-ab iving) spouse nor a child
who is a [and] qualified survivor [sumvmg—ehﬁd»ren] of a Group A primary party who
elected to receive a Group A retirement pension under Sections 6.01(b) and (c) of this
article, the old plan, or former Section 14(a) of this article, each [qualified-surviving] de-
pendent parent who is a qualified survivor will receive a minimum Group A death bene-
fit of $1,100 [$766] a month. If only one of them is surviving, that [the-qualified-surviv-
ing] dependent parent will receive a minimum Group A death benefit equal to $1,100
[$786] a month.

(g) Notwithstanding the minimum monthly benefit described in other subsections of
this section, a Group A primary party who receives periodic dzsabzlzty compensation
under Section 6.05(b) of this article or a Group A disability pension under Section 6.04(a)
of thls art1cle, the old plan or former SectLon 17(a) of thzs artwle, [ea:}eu}a’aed-m—ﬂie—same

5 ; 5]
shall receive a minimum Group A dlsab111ty pensmn equal to $2 200 [$1—699] a month

(h) If a Group A pensioner who received a monthly benefit under Section 6.05(b-1) of
this article or a disability pension under Section 6.04(a) of this article, calculated in the
same manner as a Group A retirement pension under Sections 6.01(b) and (¢c) of this

artzcle, the old plan, or former Sectzon 1 7(a) of thzs artzcle [pfrm&ry—paﬁ—yhs—d»teabth%y

G—G-Kb)—&nd—(e)—ef—t-his—ar&e}e] before the completlon of 20 years of penswn service dles,
the qualified survivors will receive a minimum Group A death benefit as provided under

Subsection (c¢), (d), (e), or (f) of this section, as applicable, whichever is greatest.
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SECTION 1.39. The heading to Section 6.10B, Article 6243a-1, Revised Statutes, is
amended to read as follows:

Sec. 6.10B. MINIMUM BENEFITS TO CERTAIN GROUP A PRIMARY PARTIES
WHO WERE GROUP A, PLAN A, OR COMBINED PLAN MEMBERS [EEECT-TO
RECENVE-RETIREMENT-PENSION-UNDER-SBECGTION-6-61()] AND THEIR QUALI-
FIED SURVIVORS.

SECTION 1.40. Sections 6.10B(a), (b), (¢), (d), (e), (f), (g), and (i), Article 6243&——
Revised Statutes, are amended to read as follows:"

(a) Except as provided by Section 6.063 of this article and Subsection [Subseetiens] (b)
[and-@)] of this section and notwithstanding any benefit computation and determination
to the contrary contained in this article, the minimum Group A benefits provided by this
section shall be paid to any Group A primary party who elects to receive a Group A
retirement pension under Section 6.01(e) of this artlcle, Plan A, or former Section 14(b)
of this artzcle or to the prlmary party’s quahﬁed sumvors [—’Phe—beneﬁts—uﬂder-%his—see-

] except that a Group A pnmary party who elects to rece1ve an
actuanally reduced Group A retlrement pension
] before 55 years of age and the primary party’s
qualified survivors are not entitled to the [Greup-A] minimum benefits specified in
[under] this section. An alternate payee is not entitled to the Group A minimum benefits
specified in this section.

(b) A Group A primary party who elects [eleeted] to receive a Group A retirement pen-
sion under Section 6.01(e) of this article, Plan A, or former Section 14(b) of this article
and who left active service with 20 or more years of pension service is entitled to receive
a minimum [Greup-A] retirement pension equal to the greater of $2,200 {6)>-$1,560] a
month or [¢H)] $1,000 a month adJusted, Lf applzcable, in the manner descnbed by Sec-
tion 6 12 [6—1-26&9] of thls artlcle [ h Mary-pas p m

(c) In the absence of children who are [A] qualified survivors, a [surviving] spouse who
is a qualified survivor of a Group A primary party who elects [eleeted] to receive a Group
A retirement pension under Section 6.01(e) of this article, Plan A, or former Section
14(b) of this article will receive a minimum monthly [Greup-A] death benefit equal to the
greater of $1,200 [6>-$750] a month or [G1)] $500 a month adjusted, if applicable, in the
manner described by Section 6.12 [6:12¢=)] of this article,

(d) A spouse who is a qualified survivor [s&rﬁavéﬁg—speuse] of a Group A primary party
who elects to receive a Group A retirement pension under Section 6.01(e) of this article,
Plan A, or former Section 14(b) of this article will receive, if there are children who are
qualified survivors [surviving-ehildren], a minimum Group A death benefit equal to the
greater of $1,100 [6)>-$750] a month or [G1)] $500 a month adjusted, if applicable, in the
manner described by Section 6.12 [6-32(a)] of this article. The children who are qualified
survivors [surviving-children], as a group, will receive a minimum [Greup-A] death ben-
efit equal to the greater of $1,100 [Gii)-$7560] a month or [6v)] $500 a month adjusted, if
applicable, in the manner described by Section 6.12 [6:32(=)] of this article, to be divided
equally among them.

(e) In the absence of a spouse who is a qualified survivor [s&ﬁw&ﬁg—spease] of a Group
A primary party who elected to receive a Group A retirement pension under Section
6.01(e) of this article, Plan A, or former Section 14(b) of this article, the [the—qua-hﬁed
smwmg—ehﬂdrea—ef—a—efe&p—z‘\] primary party’s children who are qualified survivors
[partyl, as a group, will receive a minimum Group A death benefit equal to the greater of

691



Ch. 318, § 1.40 85th LEGISLATURE—REGULAR SESSION

$1,100 [6)-$+86] a month or [GD)] $500 a month adjusted, if applicable, in the manner
described by Section 6.12 [6-1-2(-&9] of this article, to be d1v1ded equally among them.

(8) If there is neither a [In-the-absence-of both-a-qualified viving] spouse nor child
who is a land] qualified survivor [mg—el-u-}dreﬁ] of a Group A primary party who
elected to receive a Group A retirement pension under Section 6.01(e) of this article,
Plan A, or the former Section 14(b) of this article, each [qualified—surviving] dependent
parent who is a qualified survivor will receive a minimum Group A death benefit equal
to the greater of $1,700 [¢>-$756] a month or [(H)] $500 a month adjusted, if applicable,
in the manner described by Section 6.12 [6-32()] of this article. If only one of them is
surviving, that [the-qualified-surviving] dependent parent will receive a minimum Group

A death benefit equal to the greater of $1,100 [Gi-$7656] a month or [Gw)] $500 a month
adjusted, if applicable, in the manner described by Section 6.12 [6-32(a)] of this article.

(g) Notwithstanding the minimum monthly benefit as described in other subsections
of this section, a Group A primary party who leaves active sérvice on a non-service-
connected [nenservice-conneeted] disability under Section 6.04(a) [6:04(bXD)] of this
article, Plan A, or former Section 17(b)(2) of this article with less than 20 years of pen-
gion service shall receive a minimum monthly Group A disability pension equal to the
greater of $110 [6>$%5] multiplied by the number of years of the primary party’s pension
service or [¢1)] $50 multiplied by the number of years of the primary party’s pension ser-
vice, the product adjusted, if applicable, in the manner described by Section 6.12 [6-32(&)]
of this article,

(i) If a Group A pensioner who received a non-service-connected [nenserviee-conneeted]
disability pension under Section 6.04(a) [6-84(b}2)] of this article, Plan A, or former Sec-
tion 17(b)(2) of this article before the completion of 20 years of pension service dies, the
qualified survivors will each receive the amount specified in Section 6.07 of this article
or the minimum [menthly] Group A death benefit as provided under Subsection (¢), (d),
(e), or (f) of this section, as applicable, whichever is greatest.

SECTION 1.41. Sections 6.11, 6.12, and 6.13, Article 6243a—~1, Revised Statutes, are
amended to read as follows:

Sec. 6.11. MINIMUM BENEFITS TO GROUP B PRIMARY PARTIES AND THEIR
QUALIFIED SURVIVORS. (a) Except as provided by Section 6.063 of this article or
Subsections (b), {c), and (h) of this section and notw1thstand1ng any benefit computation
and determination to the contrary contained in this article, the minimum Group B
benefits provided by this section shall be paid to any Group B pnmary party or the pri-
mary party’s qualified survivors, except further that a Group B primary party who elects
to receive an actuarially reduced [Greup-B] retirement pension, including a request fora
beneﬁt under Sectwns 6 02(c) and (d) of thls artlcle,

0] and the primary

partys quahﬁed surv1vors[] or [&n] alternate payee [], are not
entitled to the Group B minimum benefits specified by this section.

(b) If a Group B primary party leaves active service with 20 or more years of pension
service, the Group B primary party is entitled to receive a Group B minimum retirement
pension equal to the greater of $2,200 [(5-$1500] a month or [61)] $925 a month, which
sum may (A) increase at the rate of $5 a month for each year of pension service beyond
20 years, but the increase may not exceed $75 and (B) be adjusted, if applicable, in the
manner descnbed by Sectlon 6 12 [6—126&-)] of thlS art1c]e [-I-f—a—Greup—B—pm&ry—part—fa

(c) If a Group B primary party leaves active service with less than 20 years of pension
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service, the primary party is entitled to receive a minimum monthly Group B retirement
pension equal to the greater of:

(1) $2,200 [6>-$3;606] a month divided by 20 and multiplied by the Group B primary
party’s number of years of pension service; or

(2) [68)] $926 a month divided by 20 and multlphed by the Group B primary party’s
number of years of pension service, which amount is then adjusted, if applicable, in the
manner descnbed by Sect:on 6 12 [6—1-2(-6] of thls artlcle [ v

(d) In the absence of chzldren who are quallﬁed survivors, a spouse who is a [surviving
] qualified survivor [surviving-speuse] of a Group B primary party will
receive a minimum Group B death benefit equal to the greater of:
(1) $1,200 [()-$%60] a month; or
(2) [6D] $600 a month adjusted, if applicable, in the manner described by Section 6.12
[8-32¢e)] of this article.
(e) A spouse who is a qualified survivor [surﬂﬂﬂgﬁpeﬁee] of a Group B primary party

[will-reeeive), 1f there are chzldren who are quahﬁed survivors [surwvmg—ehﬂdreﬁ], lel
recewe[' ; nt-of-the-primas

dren who are qualzﬁed suruvivors of a Group B pnmary party, as a group, wﬂl receive a
minimum Group B death benefit equal to the greater of $1,100 [()-$756] a month or [6H)]
$600 a month adjusted, if applicable, in the manner described by Section 6.12 [6:32&)]
of this article, to be divided equally between them

(&) If there is neither a [Inthe-abs et Fiving) spouse nor a
child who is a [er] qualified survivor [s&mwng—ehﬂdren] each [quahﬁed—survwmg]
pendent parent who is a qualified survivor of the deceased Group B primary party w1ll
receive a minimum death beneﬁt of $1 100 a month [G-retrp—B—-mrmmum—death—beneﬁt

. Lieable].

(h) Notwithstanding the minimum monthly [Greup-B] retirement pension otherwise
described by this section, a Group B primary party who left active service on a non-
service-connected [norserviee-eonneeted] disability with less than 20 years of pension
gervice will receive a minimum monthly [Greup-B) dlsablhty pension equal to the greater
of $110 [()-$75] multiplied by the number of years of the primary party’s pension service
or [68)] $46.25 multiplied by the number of years of the primary party’s pension service,
the product ad_)usted in the manner, zf applzcable, descnbed by Sectlon 6. 12 [6—1-2(&-)] of
thlS artlcle [ ; : 1 $
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eaieﬂl-ateé-ﬂnder—this—wbseet-teﬂ—] If a Group B pnmary party who was rece1v1ng a non-
service-connected |[: ] disability pension before the comple-
tion of 20 years pension service dies, the qualified survivors will receive the amount
specified in Section 6.08 of this article, or the [GrewpB] minimum monthly death benefits
granted to qualified survivors as provided by Subsections (d), (e), (f), and (g) of this sec-
tion, as applicable, whichever is greater.

Sec. 6.12, ADJUSTMENTS TO RETIREMENT AND DISABILITY PENSION
"BENEFITS. (a) This section applies to the following benefits provided under this article:

(1) [Annually-enthe-first-dayef Oetober] a retirement pension calculated under Sec-
tion 6.01(e) [Seetion-6-61] or 6.02 of this article;

(2) [;] a disability pension calculated under Section 6.04 of this article, other than
under Section 6.04(a) of this article;

(3) periodic disability compensation benefit underSection [er] 6.05 of this article, other
than Section 6.05(b-1) of this article; [;] or

(4) a death benefit calculated under:

(A) Section 6.07 of this article, if calculated in the manner of a retirement pension
under Section 6.01(e) of this article or in the manner of a disability compensation benefit
under Section 6.05(b) of this article; or

(B) Section 6.08 of this artlcle currently in pay status, or pendmg board approval on
the last day of September [ A od .

boncdt]

(b) Except as provided by Subsection (d) of this section, annually on the first day of
October, the pension system may increase the base pension of a benefit described by
Subsection (a) of this section by a percentage equal to the average annual rate of actual
investment return of the pension system for the five-year period ending on the December
31 preceding the effective date of the adjustment less five percent.

(c) An adjustment under this section may not be less than zero percent or exceed four
percent of the applicable base pension benefit.

(d) The pension system may only make an adjustment to benefits under this section if
the ratio of the amount of the pension system’s market value of assets divided by the
amount of the pension system’s actuarial accrued liabilities, after giving effect to the
adjustment, is not less than .70.

(e) For purposes of Subsection (d) of this section, the amount of the pension system’s
market value of assets and the amount of the pension system’s actuarial accrued li-
abilities shall be based on and determined as of the date of the most recently completed
actuarial valuation.

() The following persons may not receive an adjustment under this section:

(1) a member on active service, including a DROP participant;

(2) a pensioner until the first October 1 occurring after both the pensioner’s retirement
and the earlier of:

(A) the date the pensioner reaches 62 years of age; or

(B) the third anniversary of the date the pensioner retired; or

(3) a qualified survivor until the first October 1 occurring after the earlier of:
(A) the date the qualified survivor reaches 62 years of age;

(B) the third anniversary of the date the primary party retired; or

(C) the third anniversary of the date of the member’s or pensioner’s death.
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(g) [) A [Group-B] retirement or [Greup—B] disability pension or periodic disability
compensation paid to any Group B pensioner may not be less than the Group B
pensioner’s base pension.

(h) The death benefit of the qualified survivors who are the [a-GreupB—gualified
eum'ﬂng] spouse, [Greup—Bqua&tﬁed—ﬂnmmg] dependent parent or child of a Group B
pensioner [pare ; quatified FHRE dren], as a group, may
not be less than 50 percent of the [a—Gfeup—B] pensmner’s base pensmn

Sec. 6.13. SUPPLEMENT TO CERTAIN RECIPIENTS 55 YEARS OF AGE OR
OLDER. (@) Except as provzded by Subsection (b) of this section, if [H] a pensioner had at
least 20 years of pens1on service under any plan adopted pursuant to Article 6243a or
this article, or if a pensioner is receiving the periodic [a—serviee-eonneeted] disability
compensatl.on benefit under Section 6.05 of this article [pensm] the pensioner, the
pensioner’s [qualified-surviving] spouse who 1s a qualified survivor eligible to receive
benefits under this article, or the pensioner’s [qualified-surviving] children who are
quallﬁed survivors, as a group, under Section 6.06 [6:86(e)] of this article are entitled to
receive, when the pensioner or spouse who is a qualified survivor [surviving-speuse] at-
tains 55 years of age, provided the pensioner or spouse attains 55 years of age before
September 1, 2017, [thegreater-of] a monthly supplement equal to the greater of $50 or
three percent of their total monthly benefit[;] and for months [years] beginning on and
after January 1, 1991, a [the] monthly supplement [will-be] equal to the greater of $75
or three percent of their total monthly benefit. For purposes only of calculating this
supplement, the phrase “their total monthly benefit” means the amount payable to a
pensioner or qualified survivors under the terms of the plans described by this section
under which the pensioner or qualified survivor elected to receive benefits but does not
include the supplement authorized by this section or any adjustments under Section 6.12
of this article made after September 1, 2017.

(b) A person described by Subsection (a) of this section who, on September 1, 2017, is
not receiving or has not received a supplemental benefit under this section is not entitled
to receive a supplemental benefit under this section.

SECTION 1.42. Section 6.14, Article 6243a~1, Revised Statutes, is amended by
amending Subsections (a), (b), (c), (d), (e), (0, (g), (h), and (j) and adding Subsections (e—
1), (e-2), (e-3), (e—4) (f-1), (g—l) (1) (m), (n) and (o) to read as follows

(a)A[ rheuo

ttnder—Seet-tm—G-O-l—er—G—OQ—a] member who remains on actwe service after becommg [13]
eligible to receive o [amunreduced] retirement pension under either Section 6.01 or 6.02
of this article may [remsin-in-aetive-serviee;] become a participant in the deferred retire-
ment option plan [PeferredRetirementOption—Plan(“DROPY)] in accordance with
Subsections (b) and (c) of this section, and defer the beginning of the person’s retirement
pension. Once an election to participate in the DROP has been made, the election
continues in effect at least as long as the member remains in active service. On leaving
active service, the member may:

(1) apply for a retirement pension under Sections 6.01(b) and (c), Section 6.01(e), or
Section 6.02(b), (c), (d), or (e) [Seetien—6-02] of this article, whichever is applicable,
together with any DROP benefit provided under this section; or

(2) continue to participate in DROP except the member is Lnelzgzble for disability
benefits described by Subsection (g-1) of this section.

(b) The election to participate in the DROP shall be made in accordance with
procedures set forth in any uniform and nondiscriminatory election form adopted by the
board and in effect from time to time. To determine the proper amount to be credited to
a member’s DROP account, the election shall indicate whether the member desires to
receive a retirement pension under Sections 6.01(b) and (c), Section 6.01(e), or Section
6.02(b), (c), (d), or (e) [6-02] of this article, whichever is applicable. The election may be
made at any time on or after the date the member becomes eligible for a [an-unredueed]
retirement pension as provided by this subsection. The election [ander-Seetions-6:03)
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becomes eﬁ‘ectwe on the ﬁret day of the ﬁrst month on or aﬁer the date on wh1ch the
member makes the election, except that an election that would otherwise have been effec-
tive on October 1, 1993, and every October 1 after that date, is considered, for purposes of
this section and Section 6.12 of this article, to be effective on September 30 of the year in
which it would otherwise have been effective. On and after the effective date of the elec-
tion, the member w111 no longer be elzgzble for any refund of [make—member] contrlbu-

] The electlo by oe orore members to artlmpate in the DROP has no ef-
fect on the amount of city contributions to the fund under Section 4.02 of this article.

(¢) Each month after a member has made an election to participate in the DROP and
indicated a desire to receive a retirement pension under Sections 6.01(b) and (c), Section
6.01(e), or Section 6.02(b), (¢), (d), or (e) [Seet:en—G—GQ] of this article, whichever is ap-
phcable, and through the month before the month in which [antil] the member leaves ac-
tive service, an amount equal to the retu'ement pens1on the member would have received
under the [Seetio 0 o ] rer-is] ap-
plicable subsectwn[] for that month 1f the member had left actlve semce and been
granted a retirement pension by the board on the effective date of DROP participation
shall be credited [trensferred] to a separate DROP account maintained within the fund
for the benefit of the member. Amounts held in the DROP account of a member [member’s
DRGP—aeeeant] shall be credlted at the end of each calendar month [w:th—mterest—ab—a

oﬁreturn—fbr—the—fund] Noth.thstandmg thzs sectzon, eﬁ"ectwe January 1 2018 a mmber
on active service who has 10 years or more of participation in DROP shall no longer have
the amount of the member’s retirement pension credited to the member’s DROP account
while the member is on active service.

(d) A [on

' receive a [the—ba}anee—m-the
metheds—of] distribution from the

(e) Except as provtded by Subsections (e-1) and (1) of this section, the balance in the
[Fhe] DROP account [balance] of a member who terminated from active service on or
before September 1, 2017, or who terminates from active service shall be distributed to the
member in the form of an annuity, payable either monthly or annually at the election of
the member; by annuitizing the amount credited to the DROP account over the life expec-
tancy of the member as of the date of the annuitization using mortality tables recom-
mended by the pension system’s qualified actuary. The annuity shall be distributed begin-
ning as promptly as administratively feasible after the later of, as applicable:

(1) the date the member retires and is granted a retirement pension, or
(2) September 1, 2017 [eleets : . )
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(e—-1) The board may adopt a shorter period for annuztlzmg DROP account balances
under Subsection (e) of this section if the pension systems qualified actuary determines
that the shorter perzod lel not cause the penszon system s amortzzatwn penod to exceed

(e-2) The annuitization of a DROP account under Subsectzon (e) of this section must
reflect the accrual of interest on the amount in the DROP account as of September 1,
2017, over the annuitization period applied to the account under this section. The interest
rate applied under this subsection must be a rate as reasonably equivalent as practicable
to the interest rate on a note issued by the United States Department of the Treasury or
other federal treasury note with a duration that is reasonably comparable to the an-
nuitization period applied to the account, as determined by the board. The portion of an
annuity attributable to amounts credited to a member’s DROP account on or after
September 1, 2017, may not reflect the accrual of this interest on annuitization.

(e-3) The board may by rule allow a DROP participant who has terminated active ser-
vice and who is eligible for a retirement pension to:

(1) assign the distribution from the parttczpants annuitized DROP account to a third
party provided the pension system receives a favorable private letter ruling from the
Internal Revenue Service ruling that such an assignment will not negatively impact the
pension system’s qualified plan status; and

(2) subject to Subsection (e-4) of this section, in the event of a financial hardship that
was not reasonably foreseeable obtain a lump-sum distribution from the participant’s
DROP account resulting in a corresponding reduction in the total number or in the
amount of annuity payments.

(e-4) The board shall adopt rules necessary to implement Subsection (e-3)(2) of this
section, including rules regarding what constitutes a financial hardship for purposes of
that subdivision. In adopting the rules, the board shall provide flexibility to members.

(f) The board may adopt rules and policies relating to the administration of Subsec-
tions (e), (e-1), and (e-2) of this section if the rules and policies are:

(1) consistent with the qualification. of the plan under Section 401 of the code; and
(2) m the best mterest of the pensz.on system [Any-eleeaen-maée—m—aeeer&&nee—mﬁh

(f~1) The DROP account of a member who begins participating in DROP on or after
September 1, 2017, does not accrue interest.
(g) The provisions of Sections 6.06, 6.061, 6.062, 6.063, 6.07, and 6.08 of this article

pertaining to death benefits of a quahﬂed survivor do not apply to amounts held ina
members or penszoners DROP account [, A : eO

m—BRGP] Instead a member or pensloner who part1c1pates in DROP may demgnate a
beneficiary to receive the annuzty payments under thzs section over the remaining an-
nuitization penod halanee-of-the-m aecount] in the event of the member’s
or penswners death subJect to any rtghts provzded under Subsection (e-3) of this section
and in the [felewing] manner allowed by Section 401(a)(9) of the code and any policy
adopted by the board. A member or penswner who is or becomes married is considered to
have designated the member’s or pensioner’s spouse as the member’s or pensioner’s beneﬁ
ciary, notwithstanding any prior beneﬁcr.ary designation, unless the member or pensioner
has made a different designation in accordance with a policy adopted by the board. If a
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member or pensioner does not have a spouse or the spouse predeceases the member or
pensioner, the member’s or pensioner’s, as applicable, DROP account will be distributed
to the member’s or pensioner’s, as applicable, designee. Notwithstanding anything in this
section to the contrary, if a member or pensioner has previously designated the member’s
or pensioner’s spouse as the beneficiary or co-beneficiary of the DROP account and the
member or pensioner and spouse are subsequently divorced, the divorce automatically
results in the invalidation of the designation of the spouse as a beneficiary and, if there is
no additional beneficiary designated, the member’s or pensioner’s DROP account shall be
distributed as provided by Subsection (e) of this section. If there are beneficiaries who
survive the deceased member or pensioner, the surviving beneficiaries share equally in
that portion that would have otherwzse been payable to the former spouse. [+

(g-1) 8] A member who [partieipates-in DROP] becomes a DROP participant is inel-
igible for any dxsablhty benefits descnbed by Sectwn [Seet—teﬂs] 6 03 6 04 or [aﬂd] 6 05
of th1s artlcle, but LS entLtled to [instead-on p : ' 8 :

retlrement pension in accordance w1th Sectlons 6 Ol(b) and (c) Sectl.on 6 01(e) or Sec-
tion 6.02 of this article, whichever is apphcable, on termination from active service, and
[the-member] is also entltled to receive annuzty payments [beth-a-retirement-pension
and-a-distribution-of the-DROP-aeeount] in accordance with Subsection (e) k] of this

section.

(h) The base pay or computation pay, whichever is applicable, in effect as of the effec-
tive date of a [Greup-A] member’s participation in DROP shall be used in calculating the
member’s [Group-A] retirement pension under Section 6.01 or 6.02 of this article. A
[Gfeup—A] member who elects to participate in DROP does not accrue additional pension

service for purposes of computing a [the-Greup-A] retirement pension [previded—under
Section-6-01e)-of this-artiele] for any period after the effective date of the election.

() Except as provided by Subsection (1) of this section, if [H] a pensioner who has been
o [partieipated-in] DROP partu:zpant returns to active service, the person must [oree
again] become a participant in DROP under the terms and conditions in effect at the
time of [the-persen’s] return to active service.

() Notwithstanding any other provision of this section and except as provided by
Subsection (o) of this section, a member who has entered DROP before June 1, 2017, may
revoke the DROP election at any time on or after September 1, 2017, and before the
earlier of:
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(1) February 28, 2018; or

(2) the member’s termination of active service.

(m) If a member revokes participation in DROP under Subsection (1) of this section:
(1) the member’s DROP account balance is eliminated; and

(2) the member shall receive pension service credited for all or a portion of the period of
the revoked DROP participation on payment of the required contributions for the period
of the revoked DROP participation in accordance with a uniform and nondiscriminatory
procedure adopted by the board that results in the payment of the amount of member
contributions that would have been made if the member had never participated in DROP.

(n) A member who revokes the member’s DROP election under Subsection (1) of this sec-
tion is entitled to only a monthly pension computed on the basis of the member’s pension
service, including pension service purchased under Subsection (m) of this section:

(1) that is based on the member’s average computation pay at the time of leaving active
service, if the member is a Group B member; or

(2) as provided by Section 6.01(b) of this article, if the member is a Group A member.

(o) A member may not revoke DROP participation under Subsection () of this section if
any money has been transferred out of the member’s DROP account.

SECTION 1.43. Part 6, Article 6243a—1, Revised Statutes, is amended by adding
Section 6.141 to read as follows:

Sec. 6.141. DEFERRED ANNUITIZATION OF CERTAIN DROP ACCOUNTS.
(a) This section applies only to a pensioner who:

(1) before attaining 50 years of age:
(A) left active service; and
(B) was granted a service retirement pension under Section 6.01 or 6.02 of this article;

(2) since the pensioner’s retirement has continued to receive substantially equal periodic
payments, as determined under Section 72(t) of the code; and

(3) on September 1, 2017:
(A) is a DROP participant; and
(B) has not attained 59-1/2 years of age.

(b) Notwithstanding Section 6.14 of this article and solely to avoid the possibility of an
early distribution tax penalty under Section 72(t)(4) of the code:

(1) a pensioner subject to this section may until the pensioner attains 59-1/2 years of
age:
(A) subject to Subsection (c) of this section, continue to participate in DROP;

(B) have the same amount of the pensioner’s service retirement pension credited to the
pensioner’s DROP account as has been credited since the pensioner’s service retirement
pension was initially granted; and

(C) defer annuitization of the pensioner’'s DROP account under Section 6.14(e) of this
article; and

(2) once a pensioner subject to this section attains 59—1/2 years of age:

(A) the pensioner may not have any portion of the pensioner’s service retirement pen-
sion credited to the pensioner’s DROP account; and

(B) as soon as administratively feasible, the balance in the pensioner’s DROP account
shall be annuitized and distributed to the pensioner in accordance with Section 6.14(e) of
this article.

(¢) The DROP account of a pensioner who continues participation in DROP under
Subsection (b)(1)(A) of this section does not accrue interest on and after September 1,
2017.

SECTION 1.44. Sections 6.15(a), (b), and (e), Article 6243a—1, Revised Statutes, are
amended to read as follows:
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(a) The board may require the following pensioners receiving a disability pension or a
periodic disability compensation benefit to appear and undergo a medical examination by
the health director or, if the health director approves, by any licensed medical practi-
tioner, to determine if the pensioner’s disability continues or has been removed to the
extent that the pensioner is able to resume duties with the department:

(1) any Group A pensioner who has served less than 20 years;

-(2) any Group A pensioner who elected a Group A [B] disability pension under Section
6.04 [6:04(e)] of this article, periodic disability compensation under Section 6.05 of this
article, or a non-service-connected disability pension under Plan A or former Section
17(b)(2) of this article, and who had [has—served] more than 20 years of pension service,
but is less than 55 years of age; and

(8) any Group B pensioner who was granted [eleeted] a Group B disability pension
under Section 6.04 of this article or periodic disability compensation under Section 6.056
of this article or a disability pension under the terms of Plan B and is less than 50 years
of age.

(b) Any medical examination under this section is subject to the following conditions:

(1) Except as otherwise provided by this section, the board has complete discretion to
require a pensioner to appear and undergo a medical examination as well as the time
that may pass between examinations. When it becomes clear to the board from reliable
medical evidence that the disability is unequivocally permanent-and is not expected to
diminish, the board may waive [net-require] subsequent examinations.

(2) A pensioner may not be required to undergo a medical examination more often
than once in a six-month period, except that the board may order the pensioner to
undergo an examination at any time if the board has reason to believe the pensioner’s
disability has been removed and that the pensioner may be able to resume duties with
t(:lhe pensioner’s former department or if the pensioner requests to be allowed to return to

uty.

(3) If a pensioner fails to undergo an examination after being notified by the board
that the examination is required, the board may discontinue disability benefits until the
pensioner has undergone the examination and the results of the examination have been
sent to the board.

(4) If the pensioner is examined by an approved outside medical pract‘itioner other
than the health director, the reasonable and customary cost of the examination, if any, is
payable from the assets of the fund.

(e) Pursuant to its authority under Section 6.06(0-2) [6-66€0)] of this article to review
and modify any funding relating to the dzsablhty of a child who is a qualified survivor
{[surviving-ehild’s-handieap], the board may require the [a-handieapped] qualified survivor
with a disability [surviving-ehild] receiving death benefits to appear and undergo medi-
cal examination by the health director or, if the health director approves, by any licensed
medical practitioner, to determine if the disability [handieap] continues or if the disabil-
ity [handieap] has been removed.

SECTION 1.45. Sections 6.16, 6.18, and 6.19, Article 6243a—1, Revised Statutes, are
amended to read as follows:

Sec. 6.16. WAIVER OF BENEFITS. (a) A prtmary party [pensioner-whe-is-on-either
semee—er—dtsabﬂtty—reﬁrement] [a] quahﬁed survivor [swrviving-spouse,a-handicapped
qualified—surviving-chile : riieipas ]or[a]beneﬁ-

mary of a members [deeeased—fermer] DROP account [
ing-dependent-parent] may, on a form prescnbed by the board and filed with the execu-
tive director [administrater|, [irreveeably] waive all or a portion of the benefits[;] to
which the person [whe-waives-the-benefit] is or may be entitled. The waiver may state
whether it is revocable or irrevocable, and is irrevocable unless the waiver clearly states it
is revocable.

(b) The [irreveeable] waiver described by Subsection (a) of this section applies only to
[re&remen%—d»rsabﬂﬁy—er—BROP—euﬁ&ver] benefits that become payable on or after the
date the waiver is filed.
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(b-1) Benefits waived by a revocable waiver are forfeited and the person making the
waiver has no right, title, claim, or interest in the benefits, '

(c) If two or more persons are or may be entztled to beneﬁts under this article [there-are
; - : ; Fing-d efita], the waiver described
by Subsectmn (a) of th1s sectlon must be executed by each person to become effective. The
living parent or parents or legal guardian -or guardians of a child must sign the waiver
described by Subsection (a) of this section on behalf of the child .

Sec..6.18. INVESTIGATION. (a) The board shall consider all applications for retlre-
ment and disability pensions [ef-members], all applications for death benefits
fied-survivers|, and all elections to participate [fer-partieipationby-a—member] in DROP.
The board shall give notice to [these] persons applying for benefits, advising them of
their right to appear before the board and offer such sworn evidence as they may desire.
Any [primary-party—surviver—er-other| person claiming retirement, dzsabzlzty, or DROP
benefits may appear before the board [m—-persen] and offer testimony that is relevant to
a contested application for a retirement pension, a disability pension, death benefits
[berefit], or DROP benefits [benefit]. The chairman of the board may issue process for
witnesses, administer oaths to witnesses, and examine any witness as to any matter af-
fecting benefits under any plan w1th.1n the pensmn system Process for witnesses shall be
served by any [member-e v ; by-any-ether] method of serv-
ing process [er-perseﬁ] permltted by the state law in any cw11 Jud1c1al proceeding. A wit-
ness who fails or refuses to attend and testify may be compelled to attend and testify, as
in any judicial proceeding. The board may seek assistance from any court of competent
Jjurisdiction to further compel or sanction a witness who fails or refuses to attend and
testify.

(b) Any [primeary—par i : —other] person [el&xm-mg
BROP benefits] who is agg-meved by a determmatlon of the board regarding [en—the
person’s-apphlieationfor-or-eontinuation-of] a retirement pension, a disability pension,
[er] death benefits [benefit], or [an-eleetionfor] DROP benefits may appeal the board de-
termination to a state district court in the city [eeunty] where the pension system is lo-
cated by giving written notice of appeal. The notice shall contain a statement of the
grounds and reasons why the party feels aggrieved. The notice shall be served person-
ally on the executive director [seeretary-ef-the board] within 20 days after the date of the
board’s determination. After service of the notice, the party appealing shall file with the
state district court a copy of the notice of intention to appeal, together with an affidavit
of the party making service showing how, when, and on whom the notice was served.

(c) Within 30 days after the date of service of the notice of appeal on the board, the ex-
ecutive director [seeretary-of-the-board] shall make up and file with the state district
court a transcript of all nonprivileged papers and proceedings in the case before the
board. When the copy of the notice of appeal and the transeript has been filed with the
court, the appeal is perfected, and the court shall docket the appeal, assign the appeal a
number, fix a date for hearing the appeal, and notify both the appellant and the board of
the date fixed for the hearing.

(d) At any time before the rendering of its decision on [the] appeal, the court may
require further or additional proof or information, either documentary or under oath. On
rendition of a decision on-appeal, the court shall give to each party to the appeal a copy
of the decision of the case. The decision [er-order] of the court is appealable in the same
manner as are civil cases generally.

(e) As provided by Section 4 01 of thzs artzcle the [T-he] boa.rd shall approve all money
used for investigations [as—prev o O tiele]. The board may
request the mvestlgatlve services of elther the pohce or fire departments in connection
with any matter arising under this section.-

Sec. 6.19. CERTIFICATE OF MEMBER PENSION BENEFIT ELIGIBILITY
[RETIREMENT]. Whén a member has earned ﬁve [29] years of pensmn serv1ce, the

member shall be 1ssued an [e-eer

: after-issnanee-is) 1ncontestable ﬁve-year certzﬁcate mdzcat-
mg that the member is entttled to penswn benefits subject to the effect of any withdrawals
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as permitted under Article 6243a or this article. The certificate shall state that the
calculation of the retirement pension to which the member is entitled, or any disability
benefits to which the member may become entitled, shall be determined solely under the
actual terms of the combined pension plan as in effect at the time the member leaves ac-
tive service. The certificate shall further state that in the case of the member’s death, the
member’s qualified survivors, if any, may become [shall-be] entitled to death [sarviver]
benefits as determined solely under the actual terms of the combined pension plan as in
effect at the time of the members death The certlﬁcate shall bear a seal and be signed by
the executive director [maye P anag and [by—the]
chairman of the board [and-a g€ a1

SECTION 1.46. Part 6, Article 6243a~1, Rewsed Statutes, is amended by addmg
Section 6.20 to read as follows:

Sec. 6.20. ERRONEQUS PAYMENTS OR OVERPAYMENTS. (a) If the pension
system pays money to any person not entitled to the payment, whether by reason of an er-
ror of the pension system as to entitlement to or the amount of a benefit or otherwise, or
an act or error of some other person, including the recipient of the payment, the recipient
of the payment holds the funds to which the recipient was not entitled in constructive
trust for the pension system and those funds are subject to demand by the pension system
at any time.

(b) The recipient of an erroneous payment from the pension system shall repay to the
pension system all funds associated with the erroneous payment.

{¢) Subject to Subsection (e) of this section, the board may by rule adopt a procedure to
enable the pension system to offset the future benefit or other payments of a recipient
described by this section. In addition, the board may take any additional action, includ-
ing the bringing of a lawsuit, the board considers necessary to recover an erroneous pay-
ment the pension system is entitled to under this section.

(d) If the pension system determines that a person is entitled to additional benefits as a
result of an error made by the pension system, the pension system shall promptly pay the
additional benefits owed.

(e) The board’s correction procedures must comply with the Internal Revenue Service’s
Employee Plans Compliance Resolution System and Revenue Procedure 2016-51, includ-
_ing subsequent guidance.

SECTION 1.47. Article 6243a-1, Revised Statutes, is amended by adding Part 6A to
read as follows:

!
PART 6A. EQUITABLE ADJUSTMENTS

Sec. 6A.01. EQUITABLE ADJUSTMENTS TO BENEFITS. (a) Subject to this sec-
tion and notwithstanding any other provision of this article, the board by at least a two-
thirds vote of all trustees may consider and adopt rules requiring the equitable return of
funds paid to or credited to the benefit of a member of pensioner under this article before
September 1, 2017, to the extent the funds exceeded reasonable amounts that should be
paid or credited given the circumstances of the pension system at the time the payment or
credit was made, including the return of excessive interest credited to a member’'s DROP
account and excessive adjustments made under Section 6.12 of-this article.

(b) For purposes of Subsection (a) of this section, “reasonable amounts” includes the
amounts that would have been paid or credited:

(1) if the interest rate applied in determining a benefit, including the interest rate ap-
plied to a DROP account, equaled the actual, audited rate of return of the plan at the
time the interest was credited to the account; or

(2) if the percentage increase applied under Section 6.12 of this article equaled the per-
centage increase, if any, in the Consumer Price Index for Urban Wage Earners and Cleri-
cal Workers (CPI-W) most recently published by the Bureau of Labor Statistics of the
United States Department of Labor and used by the United States Social Security
Administration to provide a cost-of-living adjustment for social security benefit payments
payable beginning in January of the next year.
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Sec. 6A.02. ADJUDICATION OF CERTAIN CHALLENGES. (a) The Texas Supreme
Court has exclusive and original jurisdiction over a challenge to the constitutionality
under the Texas Constitution of Section 6A.01 of this article. An action under this section
is authorized to the full extent permitted by Section 3, Article V, Texas Constitution. The
Texas Supreme Court may issue any injunctive, declaratory, or equitable relief the court
deems appropriate or necessary to effectuate the court’s mandamus jurisdiction in connec-
tion with a challenge under this section.

(b) Any action brought under this section must be filed not later than the 90th day af-
ter the date the board adopts a rule under Section 6A.01 of this article.

(¢) If an action brought under this section is timely filed, the board may not enforce or
otherwise administer any rules adopted pursuant to Section 6A.01 of this article during
the pendency of the action.

SECTION 1.48. Section 8.01, Article 6243a—1, Revised Statutes, is amended to read
as follows:

Sec. 8.01. QUALIFICATION UNDER FEDERAL TAX LAW. (a) The plans within the
pension system and the assets of the fund are intended to qualify as a governmental
plen under Sections [Seetien] 401 and 414(d) of the code, be exempt from federal income
taxes under Section 501(a) of the code, and conform at all times to applicable require-
ments of law, regulations, and orders of duly constituted federal governmental
authorities. Accordingly, if any provision of this article is subject to more than one
construction, one of which will permit the qualification of a plan that is within the pen-
sion system, that construction that will permit the plan to qualify and conform will
prevail.

(b) The plans within the pension system as well as the assets of the fund shall be
maintained for the exclusive benefit of members and their beneficiaries. At no time
before the termination of all the plans within the pension system and the satisfaction of
all liabilities with respect to members and their beneficiaries under all plans shall any
part of the principal or interest from the assets of the fund be used for or diverted to
purposes other than the exclusive benefit of the members and beneficiaries.

the annual benefit [pension]

(c) Notwithstanding any other provisions of this article,
provided with respect to any member [may-neot-exeeed-an=a

seding, 3 e

[ - axamuam-anntuar oenen

not exceed the amount permitted by Section 415(b) of the code for the limitation year, and
the sum of the member contributions and all other annual additions for any limitation
year may not exceed the amount permitted under Section 415(c) of the code for the limita-
tion year. If the aggregated annual benefit or aggregated annual additions under [lesser
oft

] any qualified plans created under this article and any
other defined benefit plan or plans maintained by the city would otherwise exceed the
limitations of Section 415 of the code [Subdivision(1)-efthis-subseetion], the required
reductions in benefits or contributions shall first be made to the extent possible from the
other plan or plans. The limitations referenced in this subsection shall be adjusted annu-
ally in accordance with Section 415(d) of the code and any adjustment to benefits applies -
to the benefits of active and terminated members and applies without regard to whether a
terminated member is a pensioner.

[ - aarastments on-1'€

703



Ch. 318, § 1.48 856th LEGISLATURE—REGULAR SESSION




P

85th LEGISLATURE—REGULAR SESSION Ch. 318, § 1.48

705



Ch. 318, § 1.48 85th LEGISLATURE—REGULAR SESSION

(c—l) [(-1-1-)] NotW1thstandmg anythmg contamed in this section to the contrary, the
limitations, adjustments, and other requirements prescribed by this section shall at all
times be computed in the manner most favorable to the affected members, to the extent
permztted by guldelmes zssued by the Internal Revenue Servzce [

&) : -1 geode]. If any
prowsmn of Sectlon 415 of the code is repealed or is not enforced by the Internal Reve-
nue Service, that provision may not reduce the benefits of any member after the effective
date of the repeal of the provision or during the period in which the provision is not
enforced.

(c—2) Any benefit reductions that are required to be made under this section shall be
applied to reduce the monthly benefit that would otherwise have been payable to the
member, unless the value of the member’s DROP account accrued under Section 6.14 of
this article exceeds the amount that may be paid under this section. If the value of the
DROP account exceeds the value of the payments that may be made under this section,
the member shall receive a lump-sum payment from the account of the maximum amount
that may be paid under this section and the payment shall permanently reduce the
benefits the member would otherwise have been entitled to receive under the combined
pension plan.

(d) A member’s retirement pension may not begin later than April 1 of the year after
the later of the year in which the member leaves active service or the year in which the
member attains age 70-Y2 and must at all tzmes comply wzth the requzrements of Section
401(0)(9)Ofthecode [Benefits—to—a—qualif A ) b n—tater-thanone

(e) Any person [mem-ber—er—beﬁeﬁei&ry] who receives any distribution from any plan
within the pension system that is an eligible rollover distribution as defined by Section
402(f)(2)(A) of the code is entitled to have that distribution transferred directly to an-
other eligible retirement plan as defined by Section 402(c)(8)(B) of the code of the person’s
[member’s-er-benefieiary’s] choice on providing direction regarding that transfer to the
executive director [administrater] in accordance with procedures established by the exec-
utive director [administrater].

(e-1) If an eligible rollover distribution described by Subsection (e) of this section is to
a designated beneficiary who is not the spouse or former spouse of the member, the transfe¥
may only be to an individual retirement account or an individual retirement annuity.

(£) For the 2017 calendar year, the [*he] annual compensation taken into account for
any purpose under the combined pension plan [this-artiele] may not exceed $400,000 for
an eligible participant or $270,000 for an ineligible participant [
year]. For a Group A member the term “annual compensation” means the aggregate of
the member’s base pay. For a Group B member the term “annual compensation” means
the aggregate of the member’s computation pay for any given plan year. These dollar
limits [Fhe—$260,000-Jimit] shall be adjusted from [
same] time fo time [and] in accordance wzth guidelines [t-he—same—mafmer—as] prov1ded
by the secretary of the.treasury. For | :
eompensation-of-a-memberfor] purposes of this subsection, an:

(1) “eligible participant” means any person who first became a member of the pension
system before January 1, 1996; and

(2) “ineligible participant” means any member who is not an eligible participant

(g) For purposes of Subsection (k) of this section, “normal retirement age” means the
earlier of:

706



85th LEGISLATURE—REGULAR SESSION Ch. 318, § 1.49

(1) the attainment of 50 years of age on or before September 1, 2017, and completion of
at least five years of pension service;

(2) the attainment of 58 years of age after September 1, 2017, and completion of at
least five years of pension service; or

(3) completion of 20 years of pension service.
(h) The retirement benefit earned by a member is nonforfeitable:
(1) on attainment of normal retirement age, if not already nonforfeitable; or

(2) to the extent the benefit is funded, if not already nonforfeitable, on the termination
or partial termination of the combined pension plan or the complete discontinuance of
city contributions to the fund.

(i) In accordance with Section 401(a)(8) of the code, forfeitures arising under the
combined pension plan may not be used to increase the benefits any member would
otherwise receive under the terms of the plan. Forfeitures may be used first to reduce
administrative expenses, then to reduce required city contributions.

() Subject to procedures adopted by the board, the pension system shall accept an
eligible rollover distribution from another eligible retirement plan as defined by Section
402(f)(2)(B) of the code as payment of all or a portion of any payment a member is permit-
ted to make to the pension system for past pension service credit. The pension system
shall separately account for any after-tax contributions transferred from any plan under
this subsection.

SECTION 1.49. Section 8.02, Article 6243a—1, Revised Statutes, is amended to read
as follows:

Sec. 8.02. EXCESS BENEFIT PLAN FOR POLICE OFFICERS AND FIRE
FIGHTERS The board may by rule establzsh and admmzster [Qﬁ-%he—enraeﬁmen%—ef

t—hefe—ts—ere&ted—e&f;—si&e—the—peﬂeten—sys%em] a separate[] qualzﬁed governmental
[nenqualified] excess benefit arrangement and associated trust for the arrangement in ac-
cordance with Section 415(m) of the code. [
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SECTION 1.50. Section 8.03, Article 6243a—1, Revised Statutes, is amended to read
as follows:

Sec. 8.03. EXEMPTION OF BENEFITS FROM JUDICIAL PROCESS OR
ALIENATION. (a) A portion of the fund or benefit or amount awarded to any primary
party, qualified survivor, [e#] beneficiary of a member’s DROP account, excess benefit
participant, or survivor of an excess benefit participant under this article may not be
held, seized, taken, subjected to, or detained or levied on by virtue of any execution, at-
tachment, garnishment, injunction, or other writ, order, or decree, or any process or
proceedings issued from or by any court for the payment or satisfaction, in whole or in
part, of any debt, damage, claim, demands, or judgment against any person entitled to
benefits from any plan within the pension system or from the excess benefit plan. The
fund and the excess benefit plan or any claim against the fund or the excess benefit plan
may not be directly or indirectly assigned or transferred, and any attempt to transfer or
a?sigr} the é'und or the excess benefit plan or a claim against the fund or the excess benefit
plan is void.

(b) A benefit under any plan created or existing pursuant to this article or Article
6243a is subject to division pursuant to the terms of a qualified domestic relations order.
The executive director [administrater] shall determine the qualifications of a domestic re-
lations order according to a uniform, consistent procedure approved by the board. The
total benefit payable to a primary party or to an alternate payee under a qualified do-
mestic relations order may not actuarially exceed the benefits to which a primary party
would be entitled in the absence of the qualified domestic relations order. In calculating
the alternate payee’s benefits under a qualified domestic relations order, the interest
rate is the rate used by the pension system’s actuary in the actuarial evaluation for that
year, except that the minimum interest rate for this purpose is the minimum required
by Section 414 of the code. ‘

(¢) This section does not preclude: |

(1) the payment of death benefits to a [sappert] trust for certain [surviving] children
of a primary party pursuant to Section 6.06(n) of this article;

(2) the withholding of federal taxes from pension benefits;
(3) the recovery by the board of overpayments of benefits previously made to any person;

(4) the direct deposit of benefit payments to an account in a bank, savings and loan as-
sociation, credit union, or other financial institution, provided the arrangement is not an
alienation; !

(5) under any policy adopted by the board and uniformly applied to voluntary arrange-
ments entered into by a primary party or qualified survivor, any voluntary and revocable
arrangement entered into by a pensioner or a qualified survivor that permits the with-
holding and direct payment of health care or life insurance premiums or similar pay-
ments from the monthly benefit payments; or

(6) an assignment of the distribution from an annuitized DROP account to a third
party under Section 6.14(e-3)(1) of this article.

(d) For purposes of Subsection (c) of this section, an attachment, garnishment, levy, ex-
ecution, or other legal process is not considered a voluntary arrangement.

SECTION 1.51. Chapter 810, Government Code, is amended by adding Section
810.002 to read as follows:

Sec. 810.002. ALTERNATIVE BENEFIT PLAN FOR CERTAIN MUNICIPALITIES.
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(a) In this section, “alternative benefit plan” means a continuing, organized benefit plan,
including a plan qualified under Section 401(a) of the Internal Revenue Code of 1986, of
service retirement, disability retirement, or death benefits for officers or employees of a
municipality.

(b) This section applies only to a municipality subject to Article 6243a-1, Revised
Statutes.

(¢) Notwithstanding any other law and subject to Subsection (f), the governing body of
a municipality subject to this section may by ordinance:

(1) establish an alternative benefit plan and determine the benefits, funding source
and amount, and administration of the alternative benefit plan; and

(2) require an employee first hired by the municipality on or after the date the alterna-
tive benefit plan is implemented to participate in the alternative benefit plan instead of
participating in the pension system provided under Article 6243a-1, Revised Statutes.

(d) Each active participant of an alternative benefit plan established under this section
shall contribute to the plan an amount, if any, determined by the municipality. The
municipality shall contribute for each active participant in an alternative benefit plan
established under Subsection (¢c) an amount determined by the municipality.

(e) A municipality that establishes an alternative benefit plan under this section shall
file all reports with the State Pension Review Board required by Chapter 802.

() The governing body of a municipality may only establish an alternative benefit plan
under this section if:

(1) the qualified actuary of the pension system established under Article 6243a-1,
Revised Statutes, determines that after establishment and implementation of the
alternative benefit plan, the pension system would continue to comply with funding and
amortization period requirements applicable to the pension system under Subchapter
C, Chapter 802; and

(2) the State Pension Review Board conducts a review of and validates the determi-
nation made under Subdivision (1).

SECTION 1.52. The following provisions of Article 6243a-1, Revised Statutes, are
repealed:

(1) Section 3.01(c);

(2) Section 4.01(b);

(3) Section 4.02(f);

(4) Sections 6.063) and (s);

(5) Section 6.10B(h);

(6) Sections 6.14(i) and (k); and
(7) Part 7.

SECTION 1.53. (a) In this section, “board,” “city,” “nominations committee,” “pension
system,” and “trustee” have the meanings assigned by Section 2.01, Article 6243a-1,
Revised Statutes, as amended by this article.

(b) The terms of the current trustees expire on the effective date of this article.
Subject to Subsection (e) of this section, on that date or as soon as possible after that
date:

(1) the mayor shall appoint new trustees to the board in accordance with the
requirements of Section 3.01(b)(1), Article 6243a—-1, Revised Statutes, as added by this
article; and

(2) notwithstanding the requirements of Sections 3.01(b)(2), (3), and (4) and (f),
Article 6243a—1, Revised Statutes, as added or amended by this article, that the board
in consultation with the nominations committee adopt rules governing the election of
trustees appointed under Sections 3.01(b)(2), (3), and (4), Article 6243a-1, Revised
Statutes, as added by this article, the nominations committee shall adopt procedures
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for electing the initial trustees elected under Sections 3.01(b)(2), (8), and (4), Article
6243a-~1, Revised Statutes, as added by this article.

(¢) Notwithstanding Section 3.01(0), Article 6243a~1, Revised Statutes, as amended
by this article, and except as provided by Subsections (d) and (g) of this section, the
board may not take any action authorized by Article 6243a~1, Revised Statutes, until at
least 10 initial trustees have been appointed or elected, except that the board may take
such an action, other than an action described by Section 3.01(0)(2), Article 6243a-1,
Revised Statutes, as added by this article, before at least 10 initial trustees have been
appointed or elected if the action is in the ordinary course of business of the board and is
required for the continued administration of the pension system.

(d) Once all trustees have been appointed or elected to the board under this section,
the board shall by majority vote adopt rules establishing a process for electing trustees
under Sections 3.01(b)(2), (3), and (4), Article 6243a~1, Revised Statutes, as added by
this article. ‘

(e) As soon as possible after the effective date of this article, the mayor and the
nominations committee shail:

(1) make a determination under Section 3.01(e), Article 6243a~1, Revised Statutes,
as amended by this article, regarding the term limits of the board established under
that section; and

(2) notwithstanding Section 3.01(e), Article 6243a~1, Revised Statutes, as amended
by this article, determine the terms of initial trustees to ensure the appropriate stag-
gering of trustee terms.

(f) Notwithstanding Section 3.01(g), Article 6243a—~1, Revised Statutes, the board
shall elect from among its trustees an initial chairman, vice chairman, and deputy vice
chairman as soon as possible after all trustees have been appointed or elected in accor-
d}zlmpe with this article and, if the board elects to do so, an initial second deputy vice
chairman.

(g) Not later than the 90th day after the date all trustees under Section 3.01, Article
6243a-1, Revised Statutes, as amended by this article, have been appointed or elected,
the board shall vote on and, if the board determines it is appropriate, amend the exist-
ing rules relating to the governance and conduct of the board.

SECTION 1.54. (a) Not later than January 1, 2018, the board of trustees of the pen-
sion system established under Article 6243a—1, Revised Statutes, shall:

(1) establish the ethics policy required by Section 3.01(r), Article 6243a-1, Revised
Statutes, as added by this article; and

(2) appoint an executive director under Section 3.04, Article 6248a-1, Revised
Statutes, as amended by this article.

(b) As soon as possible after the executive director is appointed under Subsection (a)
of this section, the executive director may hire, subject to confirmation by the board of
trustees of the pension system established under Article 6243a-1, Revised Statutes, a
chief investment officer as authorized under Section 3.025, Article 6243a—1, Revised
Statutes, as added by this article, and a chief legal officer as authorized under Section
3.03(c), Article 6243a-1, Revised Statutes, as amended by this article.

SECTION 1.55. (a) In this section, “executive director,” “nominations committee,”
and “pensioner” have the meanings assigned by Section 2.01, Article 6243a—1, Revised
Statutes, as amended by this article.

(b) As soon as possible after the effective date of this article but not later than the
30th day after the effective date of this article, the president, chair, or other executive
head of an organization described by Section 3.011(a)(2), Article 6243a-1, Revised
Statutes, as added by this article, that is eligible to and intends to participate on the
nominations committee shall notify the executive director of:

(1) the organization’s intent to participate on the nominations committee; and

(2) whether the president, chair, or other executive head, as appropriate, or that
person’s designee will serve on the committee.
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SECTION 1.66. Section 4.025, Article 6243a—1, Revised Statutes, as added by this
article, applies only to a contribution made on or after the date of the most recently
completed actuarial valuation following the effective date of this article.

SECTION 1.57. The board of trustees of the pension system established under Article
6243a-1, Revised Statutes, shall review all investmerits held on the effective date of this
article under Section 4.071, Article 6243a-1, Revised Statutes, as added by this article.

SECTION 1.68. Changes in law to Part 5, Article 6243a-1, Revised Statutes, as
amended by this article, apply to membership in a pension system established under
Article 6243a-1, Revised Statutes, on or after the effective date of this article.

SECTION 1.59. A rollover distribution to a plan administered by the pension system
established under Article 6243a-1, Revised Statutes, that was made on or after January
1, 2002, is validated as of the date the distribution occurred. A distribution described by
this section may not be held invalid because the distribution was not performed in accor-
dance with Section 8.01(j), Article 6243a~-1, Revised Statutes, as added by this article, or
other applicable law.

SECTION 1.60. Section 6.14(e), Article 6243a~1, Revised Statutes, as amended by
this article, applies only to a distribution out of a deferred retirement option plan ac-
count that is made on or after the implementation of that section. A distribution out of a
deferred retirement option plan account that is made before the implementation of that
section is governed by the law in effect when the distribution is made.

ARTICLE 2. IMMEDIATE PROHIBITION ON CERTAIN DISTRIBUTIONS

SECTION 2.01. Part 6, Article 6243a~1, Revised Statutes, is amended by adding
Section 6.142 to read as follows

Sec. 6.142. PROHIBITION ON CERTAIN DISTRIBUTIONS. (a) Noththstandmg
Section 6.14 of this article, including Section 6.14(d)(1) of this article, the board may not
allow any distribution out of a DROP participant’'s DROP account to a DROP participant
or a participant’s designated beneficiary, except:

(1) in the event of an unforeseeable emergency, as described in Section 6 of the DROP
addendum policy adopted by the board that took effect on January 12, 2017;

(2) for purposes of making a minimum annual distribution, as described in Section 7
of the DROP addendum policy adopted by the board that took effect on January 12, 2017;

(3) as permitted by the board under Section 8e of the DROP addendum policy adopted
by the board that took effect on January 12, 2017, in order to avoid the posszbllzty of an
early distribution tax penalty under Section 72(t) of the code; or

(4) in compliance with a court order.
(b) This section expires September 1, 2017.

ARTICLE 3. SEVERABILITY AND EFFECTIVE DATE

SECTION 3.01. If any provision of this Act or its application to any person or
circumstance is held invalid, the invalidity does not affect other provisions or applica-
tions of this Act that can be given effect without the invalid provision or application, and
to this end the provisions of this Act are declared to be severable.

SECTION 3.02. (a) Except as provided by Subsections (b) and (d) of this section, this
Act takes effect immediately if it receives a vote of two-thirds of all the members elected
to each house, as provided by Section 39, Article III, Texas Constitution. If this Act does
not receive the vote necessary for immediate effect, this Act takes effect on the 91st day
after the last day of the legislative session.

(b) Article 1 of this Act takes effect on September 1, 2017, unless the board of trustees
of the pension system established under Article 6243a~1, Revised Statutes, violates Sec-
tion 6.142, Article 6243a-1, Revised Statutes, as added by this Act, on or before August
31, 2017, as determined by the State Pension Review Board. At the request of the State
Pension Review Board and within the time prescribed by the State Pension Review
Board, the board of trustees shall provide the data or other information requested by the
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State Pension Review Board for purposes of making a determination under this
subsection.

(¢) If the State Pension Review Board determines that the pension system violated
Section 6.142, Article 6243a-1, Revised Statutes, as added by this Act, the State Pension
Review Board shall:

(1) not later than August 31, 2017:

(A) notify the board of trustees of the pension system and the mayor and city
council of a city subject to Article 6243a—1, Revised Statutes, of its determination
under this section; and

(B) publish notice of its determination under this section on the State Pension
Review Board’s Internet website; and

(2) as soon as practicable after August 31, 2017, publish notice of its determination
under this section in the Texas Register.

(c-1) The State Pension Review Board shall make the deternﬁinatiori described by
Subsection (¢) of this section based on the data or other information that: .

(1) is in the State Pension Review Board’s possession on or before August 31, 2017;
and

(2) was provided with enough time for the State Pension Review Board to reason-
ably use the information to make a determination under this section.

(d) If, not later than August 31, 2017, the State Pension Review Board makes the de-
termination described by Subsection (c) of this section, Article 1 of this Act has no effect.

Passed by the House on May 4, 2017: Yeas 141, Nays 0, 4 present, not voting; the
House concurred in Senate amendments to H.B. No. 3158 on May 25, 2017: Yeas
142, Nays 0, 3 present, not voting; passed by the Senate, with amendments, on
May 23, 2017: Yeas 30, Nays 0, 1 present, not voting.

Approved May 31, 2017. :
.Effective May 31, 2017, except as provided by § § 3.02(b), 3.02(d). .

PROVISION OF CHILD PROTECTIVE SERVICES AND OTHER
HEALTH AND HUMAN SERVICES BY CERTAIN STATE
AGENCIES OR UNDER CONTRACT WITH A STATE AGENCY,
INCLUDING FOSTER CARE, CHILD PROTECTIVE, RELATIVE
AND KINSHIP CAREGIVER SUPPORT, PREVENTION AND
EARLY INTERVENTION HEALTH CARE, AND ADOPTION
SERVICES

CHAPTER 319
S.B. No. 11

AN ACT
relating to the provision of child protective services and other health and human ser-
vices by certain state agencies or under contract with a state agency, including foster
care, child protective, relative and kinship caregiver support, prevention and early
intervention health care, and adoption services.

Be it enacted by the Legislature of the State of Texas:
SECTION 1. Section 71.004, Family Code, is amended to read as follows:
Sec. 71.004. FAMILY VIOLENCE. “Family violence” means:

(1) an act by a member of a family or household against another member of the
family or household that is intended to result in physical harm, bodily injury, assault,
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